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VETERANS INSURANCE BILLS 


MONDAY, APRIL 14, 1958 


House or REPRESENTATIVES, 
CoMMITTEE ON VETERANS’ AFFAIRS, 
SUBCOMMITTEE ON INSURANCE, 


Washington, D. C. 


The subcommittee met at 10 a. m., in room 356, Old House Office 
Building, Hon. Wayne N. Aspinall (chairman of the subcommittee) 
presiding. 

Mr. AspINALL. The Subcommittee on Insurance is meeting this 
morning to consider the 37 different insurance bills which have been 
introduced and referred to the committee and which the chairman has 
in turn referred to the subcommittee for hearing and report. 

Notice of these hearings has been sent to the authors of all the bills 
—— before the subcommittee and the individual members have 

een invited to appear or submit a statement in support of their pro- 
posals. It is the chairman’s wish that the testimony be presented as 
orderly and concisely as possible so that all members of the subcom- 
mittee will have a chance to study the testimony that is given so that 
we may make our determinations upon the legislation. There are 
many facets to this kind of legislation, not only the welfare of certain 
members of the great organizations of veterans, who for some reason or 
other find themselves in some difficulty, but also the integrity of the 
trust funds and the question of the administration of any new laws that 
might be enacted. Also the question of serving the great majority 
of those who have taken advantage of the different insurance programs 
of the veterans of the United States as well as the relationship of the 
Federal insurance program to private enterprise programs. 

We will hear first this morning from Mr. Ralph H. Stone, the Chief 
Insurance Director of the Veterans’ Administration. Mr. Stone has 
been with the Veterans’ Administration for a number of years and prior 
to this position was Chief Benefits Director. We welcome him in his 
new capacity. He is here primarily to explain some of the new develop- 
ments in this field, particularly those involving electronics. The 
Veterans’ Administration has recently decided to install EDP (elec- 
tronics data processing) in the Philadelphia office. This office handles 
souetaiandee 50 percent of the insurance workload of the Veterans’ 
Administration. It has been my pleasure to visit this office as well as 
the Denver Center and I hope that the other members of the sub- 
committee who have not had the advantage of visiting one of these 
centers will have that opportunity before the Congress adjourns. 

At the conclusion of the statement by Mr. Stone, I will recognize 
Members of Congress who wish to testify. Following the representa- 
tives of the service organizations, I will ask Mr. Donald C. Knapp, of 
the Associate General Counsel’s office of the Veterans’ Administra- 
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tion, to give a review of the legislation before us and the VA position 
thereon. 

Because of his long experience in this field Mr. Knapp has become 
an expert in whom the committee places great confidence. 

Without objection, I will insert at this point the text of the various 
bills and the departmental reports thereon. 

(The bills and the departmental reports thereon follow:) 


[H. R. 138 85th Cong., Ist sess.] 


A BILL To amend the Servicemen’s Indemnity Act of 1951, so as to provide that in the absence of a designa- 
tion of beneficiary thereunder by a perocn having national service life insurance or United States Govern- 
ment life insurance, the designated beneficiary of such insurance shall also be the designated beneficiary of 
any indemnity payable under such Act 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the third sentence of section 3 of the Service- 
men’s Indemnity Act of 1951 is amended to read as follows: “If the designated 
beneficiary or beneficiaries do not survive the insured, or if none has been desig- 
nated, the Administrator shall make payment of the indemnity to the first eligible 
class of beneficiaries according to the order set forth above, and in equal shares if 
the class is composed of more than one person; except that in any case where no 
beneficiary of the indemnity has been designated but the insured has in force 
national service life insurance or United States Government life insurance, the 
indemnity shall be paid (in the amount authorized by the first sentence of section 
5) to the designated beneficiary of such insurance if such designated beneficiary 
is within one of the classes herein provided.” 


{H. R. 196, 85th Cong., Ist sess.] 
A BILL To provide for accrued servicemen’s indemnity payments in certain cases and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That, notwithstanding any provision of law regard- 
ing the payment of the serviceman’s indemnity, there shall be paid to the estate 
of any beneficiary within the permitted class all accrued installments to which 
such beneficiary was entitled prior to his death but not received by him prior 
thereto. 

Sc. 2. This Act shall be effective from June 27, 1950. 


[H. R. 422, 85th Cong., Ist sess.] 


A BILL To amend the World War Veterans’ Act, 1924, as amended, to mature United States Government 
life insurance when the insured becomes seventy years of age 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That a new section is hereby added to title IIT of 
the World War Veterans’ Act, 1924, as amended, to be known as section 314 and 
to read as follows: 

“Sec. 314. Any person having United States Government life insurance in 
force on his seventieth birthday shall be deemed to be permanently and totally 
disabled on and after such date for insurance purposes,.”’ 


[H. R. 716, 85th Cong., Ist sess.] 


A BILL To extend the time within which certain insane veterans may apply for insurance under section 621 
of the National Service Life Insurance Act of 1940, as amended 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 621 of the National Service Life 
Insurance Act of 1940, as amended, is hereby amended by substituting a colon 
for the period at the end of the first sentence and adding the following: ‘‘Provided, 
That any such person who is shown to be insane at the time of separation from 
such active service performed on or after April 25, 1951, shall, upon application 
in writing made within one year after the date of this amendatory Act, and pay- 
ment of premiums as hereinafter provided, and without medical examination, 
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be granted insurance by the United States against the death of such person oc- 
curring while such insurance is in force.” 





[H. R. 919, 85th Cong., ist sess.) 


A BILL To amend section 620 of the National Service Life Insurance Act of 1940, as amended, to alter the 
period for applying for insurance thereunder 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 620 of the National Service Life 
Insurance Act of 1940, as amended, is amended by striking out the language 
preceding the first proviso and inserting in lieu thereof the following: “Any person 
who is released from active service under other than dishonorable conditions on or 
after the date of enactment of the Insurance Act of 1951, and is found by the 
Administrator to be suffering from a disability or disabilities for which compensa- 
tion would be payable if 10 per centum or more in degree and except for which such 
person would be insurable according to the standards established by the Adminis- 
trator for qualifying under the good health provisions of this Act, as amended, 
shall, upon application in writing made within one year from the date of notice by 
the Veterans’ Administration of the establishment of service connection of such 
disability or of potential eligibility to the benefit provided by this section, which- 
ever is later, and payment of premiums as provided in this Act, as amended, be 
granted insurance by the United States against the death of such person occurring 
while such insurance is in force:’’. 


[H. R. 920, 85th Cong., Ist sess.] 


A BILL to provide a one-year period during which certain veterans may be granted national service 
life insurance 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That, notwithstanding the provisions of section 
619 of the National Service Life Insurance Act of 1940, as amended, insurance 
may be granted under section 602 (c) (2) of the National Service Life Insurance 
Act of 1940, as amended, upon application made in writing within one year after 
date of this enactment, and subject to the limitations provided in such sections, 

Sec. 2. Notwithstanding any time limitation for filing application for insur- 
ance contained in section 620 or section 621 of the National Service Life Insurance 
Act of 1940, as amended, any person heretofore eligible to apply for insurance 
under such sections shall, upon application made in writing within one year after 
the date of this enactment, be granted insurance thereunder subject to the other 
limitations specified in such sections, except that where application for insurance 
under the provisions of section 621 of the Act is made more than one hundred and 
twenty days after separation from active service the applicant shall be required 
to submit evidence satisfactory to the Administrator of Veterans’ Affairs of good 
health at the time of such application. 


{H. R. 1275, 85th Cong., Ist sess.] 


A BILL To provide a one-year period during which certain veterans may be granted national service life 
insurance 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That, notwithstanding the provisions of section 
619 of the National Service Life Insurance Act of 1940, as amended, insurance 
may be granted under section 602 (c) (2) of the National Service Life Insurance 
Act of 1940, as amended, upon application made in writing within one year afier 
date of this enactment, and subject to the limitations provided in such sections, 

Sec. 2. Notwithstanding any time limitation for filing application for insurance 
contained in section 620 or section 621 of the National Bervive Life Insurance Act 


of 1940, as amended, any person heretofore eligible to apply for insurance under 
such sections shall, upon application made in writing within one year after the 
date of this enactment, be granted insurance thereunder, subject to the other 
limitations specified in such sections, except that where application for insurance 
under the provisions of section 621 of the Act is made more than one hundred and 
twenty days after separation from active service the applicant shall be required 











































3638 VETERANS INSURANCE BILLS 


to submit evidence satisfactory to the Administrator of Veterans’ Affairs of good 
health at the time of such application. 


[H. R. 2192, 85th Cong., 1st sess.] 


A BILL To extend the gratuitous insurance benefits granted by subsection 602 (d) of the National Service 
Life Insurance Act of 1940, as amended, to parents of certain deceased members of the Armed Forces 
without regard to the dependency of such parents, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That subsection 602 (d) (2) of the National 
Service Life Insurance Act of 1940, as amended, is amended by striking out the 
colon in subparagraph (C) thereof and insert in lieu thereof a semicolon and the 
following new subparagraph: 

“(D) if no widow, widower, child, or dependent mother or father entitled 
thereto, to the nondependent mother or father of the insured, if living, in 
equal shares:’’. 

Sec. 2. The amendment made by this Act shall be effective as of October 8, 
1940. Notwithstanding the limitations contained in subparagraph 602 (d) (5) 
of the National Service Life Insurance Act of 1940, as amended, a claim filed 
under the subparagraph added by this Act within two years after the date of 
enactment of this Act shall be valid. 


[H. R. 2207, 85th Cong., 1st sess.] 


A BILL To amend section 621 of the National Service Life Insurance Act of 1940 to provide that policies of 
insurance issued thereunder shall be convertible and participating 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the second sentence of subsection (a) of 
section 621 of the National Service Life Insurance Act of 1940, as amended, is 
amended effective April 25, 1951, to read as follows: ‘‘Insurance granted under this 
section shall be issued upon the same terms and conditions as are contained in the 
standard policies of national service life insurance except (1) the premium rates 
for such insurance shall be based on the Commissioners 1941 Standard Ordinary 
Table of Mortality and interest at the rate of 244 per centum per annum; (2) all 
cash, loan, paid-up, and extended values shall be based upon the Commissioners 
1941 Standard Ordinary Table of Mortality and interest at the rate of 244 per 
centum per annum; (3) all settlements on policies involving annuities shall be 
calculated on the basis of the Annuity Table for 1949, and interest at the rate of 
2% per centum per annum; (4) all premiums and other collections on such insur- 
ance shall be credited directly to a revolving fund in the Treasury of the United 
States which, together with interest earned thereon, shall be available for the 
payment of liabilities under such insurance, including payment of dividends and 
refunds of unearned premiums, in accordance with awards by the Administrator.” 

Sec. 2. That portion of subsection (b) of section 621 of the National Service Life 
Insurance Act of 1940, as amended, which precedes the proviso is hereby 
amended, effective April 25, 1951, to read as follows: “The Administrator is 
authorized to set aside out of such revolving fund such reserve amounts as may 
be required under accepted actuarial principles, to meet ali liabilities under such 
insurance; and the Administrator is authorized to invest in, and the Secretary of 
the Treasury is authorized to sell and retire. special interest-bearing obligations of 
the United States for the account of the revolving fund with a maturity date as 
may be agreed upon by the Administrator and Secretary:”’. 


[H. R. 2208, 85th Cong., Ist sess.] 


A BILL To amend section 620 of the National Service Life Insurance Act of 1940, as amended, to alter the 
period for appyling for insurance thereunder 


Be it enacted by the Senate and House of Repressntatives of the United States of 
America in Congress assembled, That section 620 of the National Service Life In- 
surance Act of 1940, as amended, is amended by striking out the language pre- 
ceding the first proviso and inserted in lieu thereof the following: ‘‘Any person 
who is released from active service under other than dishonorable conditions on 
or after the date of enactment of the Insurance Act of 1951, and is found by the 
Administrator to be suffering from a disability or disabilities for which compensa- 
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tion would be payable if 10 per centum or more in degree and except for which 
such person would be insurable according to the standards established by the 
Administrator for qualifying under the good health provisions of this Act, as 
amended, shall, upon application in writing made within one year from the date 
of notice by the Veterans’ Administration of the establishment of service con- 
nection of such disability or of potential eligibility to the benefit provided by this 
section, whichever is later, and payment of premiums as provided in this Act, 
as amended, be granted insurance by the United States against the death of such 
person occurring while such insurance is in force:’’. 


[H. R, 2209, 85th Cong., Ist sess.] 
A BILL To modify the basis for award of gratuitous national service life insurance to a dependent parent 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the first proviso of section 602 (d) (5) of the 
National Service Life Insurance Act of 1940, as amended (38 U. 8. C. 802), is 
hereby amended to read as follows: ‘‘Provided, That no application for insurance 
payments under subsection (2) or (3), as hereby amended, shall be valid unless 
filed in the Veterans’ Administration within seven years after the date of death 
of the insured or, in the case of a parent, within two years after dependency com- 
mences or two years after the date of this amendatory Act, whichever is the later 
date, and such dependency once established shall be presumed to continue:’’. 

Sec. 2. The amendment made by section 1 of this Act to section 602 (d) (5) 
of the National Service Life Insurance Act of 1940, as amended (38 U. 8. C. 802), 
shall not be construed (1) to require the reduction, for any period prior to the 
first day of the third calendar month following receipt of claim by or on behalf 
of a parent made eligible for an insurance award by such amendment, of any in- 
surance award made prior to the date of this Act, or (2) to require duplicate pay- 
ments of benefits in any case. 


[H. R, 2210, 85th Cong., 1st sess.] 


A BILL To provide a one-year period during which certain veterans may be granted National Service 
life insurance 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That, notwithstanding the provisions of section 
619 of the National Service Life Insurance Act of 1940, as amended, insurance 
may be granted under section 602 (c) (2) of the National Service Life Insurance 
Act of 1940, as amended, upon application made in writing within one year after 
date of this enactment, and subject to the limitations provided in such sections. 

Sec. 2. Notwithstanding any time limitation for filing application for insurance 
contained in section 620 or section 621 of the National Service Life Insurance Act 
of 1940, as amended, any person heretofore eligible to apply for insurance under 
such sections shall, upon application made in writing within one year after the 
date of this enactment, be granted insurance thereunder, subject to the other 
limitations specified in such sections, except that where application for insurance 
under the provisions of section 621 of the Act is made more than one hundred 
and twenty days after separation from active service the applicant shall be required 
to submit evidence satisfactory to the Administrator of Veterans’ Affairs of good 
health at the time of such application. 





(H. R. 3262, 85th Cong., Ist sess.] 


A BILL To provide a one-year period during which certain veterans may be granted United States Govern. 
ment life (converted) insurance or National Service Life Insurance, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 619 of the National Service Life 
Insurance Act of 1940, as amended, is hereby amended by inserting ‘‘(a)’”’ im- 
mediately after ‘‘Sec. 619’’ and by adding at the end thereof the following new 
subsection: 

“(b) Notwithstanding the provisions of subsection (a), any person who, prior 
to April 25, 1951— 

‘**(1) was entitled to be granted United States Government life (converted) 
insurance under the provisions of section 310 of the World War Veterans’ 
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Act, 1924, as amended, shall be granted United States Government life 
(converted) insurance under the provisions of such section, or 
**(2) was entitled to be granted National Service Life Insurance under the 
rovisions of section 602 (c) (2) of this Act, as amended, shall be granted 
National Service Life Insurance under the provisions of such section, 
if he makes application therefor within one year after the date of enactment of 
this subsection.” 

Sec. 2. Section 602 (c) (2) of the National Service Life Insurance Act of 1940, 
as amended, is hereby amended by striking out “January 1, 1950” and by inserting 
a “ys thereof “within one year after the date of enactment of section 619 (b) of 
this Act.’ 


[H. R. 3265, 85th Cong., 1st sess.] 


A BILL To provide for the waiver of premiums on the national service life insurance and United States 
Government life (converted) insurance issued to certain former servicemen who are disabled 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 602 (n) of the National Service 
Life Insurance Act of 1940, as amended, is hereby amended (1) by inserting 
“or during any period when the insured is entitled to compensation for a dis- 
ability, rated as 30 per centum or more disabling, under part I or part II of 
Veterans Regulation Numbered 1 (a), as amended,” after “during the continuous 
total disability of the insured,’’, and (2) by inserting ‘‘or that the insured is no 
longer entitled to compensation for a disability, rated as 30 per centum or more 
disabling, under part I or part II of Veterans Regulation Numbered 1 (a), as 
amended,” after ‘‘in the event that it is found that an insured is no longer totally 
disabled,’’. 

Sec. 2. Section 306 of the World War Veterans’ Act, 1924, as amended, is 
hereby amended (1) by striking out ‘‘Sec. 306. The” and inserting in lieu thereof 
“Sec. 306. (a) Except in the case of persons entitled to a waiver of premiums 
under subsection (b) of this section, the’’; (2) by redesignating ‘‘(a)’”’, ‘‘(b)’’, 
and ‘“‘(c)’’, as “(1)”, “(2)”, and ‘‘(3)”’, respectively; and (3) by adding at the end 
thereof the following new subsection: 

“(b) Upon application by the insured and under such regulations as the 
Administrator may promulgate, payments of premiums on United States Gov- 
ernment life (converted) insurance may be waived during the continuous total 
disability of the insured, or any period when the insured is entitled to compensa- 
tion for a disability, rated as 30 per centum or more disabling, under part I or 
part II of such regulation, which disability continues or has continued for six or 
more consecutive months, if such disability commenced (1) subsequent to the 
date of his application for such insurance, (2) while such insurance was in force 
under premium-paying conditions, and (3) prior to the insured’s sixtieth birthday. 
The Administrator shall not grant waiver of any premium becoming due more 
than one year prior to the receipt in the Veterans’ Administration of application 
for the same, except as hereinafter provided. Any premiums paid for months 
during which waiver is effective shall be refunded. The Administrator shall 
provide by regulation for examination or reexamination of an insured claiming 
benefits under this subsection, and may deny benefits for failure to cooperate. 
In the event that it is found that an insured is no longer totally disabled, or that 
the insured is no longer entitled to compensation for a disability, rated as 30 per 
centum or more disabling, under part I or part II of Veterans Regulation Num- 
bered 1 (a), as amended, the waiver of premiums shall cease as of the date of such 
finding and the policy of insurance may be continued by payment of premiums 
as provided in such policy. In any case in which the Administrator finds that 
the insured’s failure to make timely application for waiver of premiums or his 
failure to submit satisfactory evidence of the existence or continuance of total 
disability or of his entitlement to compensation for a disability, rated as 30 per 
centum or more disabling, under part I or part II of Veterans Regulation Num- 
bered 1 (a), as amended, was due to circumstances beyond his control, the Admin- 
istrator may grant waiver or continuance of waiver of premiums. In the event 
of death of the insured without filing application for waiver, the beneficiary, 
within one year after the death of the insured, or, if the beneficiary be insane or 
a minor, within one year after the removal of such legal disability, may file 
application for waiver with evidence of the insured’s right to waiver under this 
subsection. The premium rate shall be calculated without charge for the cost 
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of waiver of premiums herein provided and no deduction from benefits otherwise 
pageble shall be made on account thereof.” 

sec. 3. The amendments made by this Act shall apply only with respect to 
premiums becoming due on and after the date of enactment of this Act. 


(H. R. 4356, 85th Cong., Ist Sess.] 


A BILL To amend section 621 of the National Service Life Insurance Act of 1940 to provide that policies 
of insurance issued under that section on the five-year level premium term plan may be exchanged for 
or converted to insurance on any other plan 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 621 of the National Service Life 
Insurance Act of 1940 (38 U. S. C. 821) is hereby amended, effective as of April 
25, 1951, by striking out clause (1) thereof, and by redesignating clauses (2), (3), 
and (4) thereof as clauses (1), (2), and (3), respectively. 


[H. R, 4434, 85th Cong., Ist sess.] 


A BILL To provide a one-year period during which certain veterans may be granted national service 
life insurance 


Be it enacted by the Senate and House of Representatives of the United States o 
America in Congress assembled, That, notwithstanding the provisions of section 61 
of the National Service Life Insurance Act of 1940, as amended, insurance may 
be granted under section 602 (c) (2) of the National Service Life Insurance Act 
of 1940, as amended, upon application made in writing within one year after 
date of this enactment, and subject to the limitations provided in such sections 
except as stated hereinbelow. 

Sec. 2. Notwithstanding any time limitation for filing application for insurance 
contained in section 620 or section 621 of the National Service Life Insurance 
Act of 1940, as amended, any person heretofore eligible to apply for insurance 
under such section shall, upon application made in writing within one year after 
the date of this enactment, be granted insurance thereunder, subject to the 
other limitations specified in such sections, except that where application for 
insurance under the provisions of section 621 of the Act is made more than one 
hundred and twenty days after separation from active service the applicant 
shall be required to submit evidence satisfactory to the Administrator of Veterans’ 
Affairs of good health at the time of such application. 'The Administrator shall 
not deny, for the purpose of this Act or any section of the National Service Life 
Insurance Act of 1940, that the applicant is in good health because of any dis- 
ability or disabilities, less than total in degree, incurred in or aggravated by 
active service between October 8, 1940, and September 2, 1945, for which com- 
pensation would be payable if 10 per centum or more in degree. In any case 
in which insurance is granted by reason of the immediately preceding sentence, 
the premiums paid on such insurance shall be credited to the National Service 
Life Insurance appropriation and any payments of benefits on such insurance 
shall be made directly trom such appropriation. 


[H. R. 5400, 85th Cong., 1st sess.] 
A BILL To require notice by certified mail of the lapse of Government life insurance 


Be it enacted by the Senate and House of Representatives 1< United States of 
America in Congress assembled, That section 602 (f) of the National Service Life 
Insurance Act of 1940, as amended, is amended by adding at the end thereof 
the following: ‘In the event of the lapse of any policy of national service life 
insurance or United States Government life insurance the Administrator is 
directed to send, within one week following expiration of the grace period, a 
notice of such lapse, with an explanation of the requirements for reinstatement 
of such insurance. Any such notice shall be sent by certified mail addressed to 
the last known address of the addressee.” 
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[H. R, 5401, 85th Cong., Ist sess.] 


A BILL To authorize the renewal of expired five-year level premium term national service life insurance 
where application for reinstatement is made prior to January 1, 1958 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That notwithstanding any provision of the Na- 
tional Service Life Insurance Act of 1940, as amended, any policy of national 
service life insurance on the five-year level premium term plan which has hereto- 
fore lapsed for nonpayment of premiums may be reinstated, under terms and 
conditions prescribed by the Administrator of Veterans’ Affairs and without 


regard to expiration of the term period, if application therefor is made prior to 
January 1, 1958. 


(H. R,. 5644, 85th Cong., 1st sess.] 


A BILL To provide a one-year period during which certain veterans may be granted National Service life 
insurance 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That, notwithstanding the provisions of section 
619 of the National Service Life Insurance Act of 1940, as amended, insurance 
may be granted under section 602 (c) (2) of the National Service Life Insurance 
Act of 1940, as amended, upon application made in writing within one year after 
date of this enactment, and subject to the limitations provided in such sections. 

Sec. 2. Notwithstanding any time limitation for filing application for insur- 
ance contained in section 620 or section 621 of the National Service Life Insur- 
ance Act of 1940, as amended, any person heretofore eligible to apply for insur- 
ance under such sections shall, upon application made in writing within one year 
after the date of this enactment, be granted insurance thereunder, subject to the 
other limitations specified in such sections, except that where application for in- 
surance under the provisions of section 621 of the Act is made more than one 
hundred and twenty days after separation from active service the applicant shall 
be required to submit evidence satisfactory to the Administrator of Veterans’ 
Affairs of good health at the time of such application. 





[H. R. 5656, 85th Cong., Ist sess.] 


A BILL To amend the National Service Life Insurance Act of 1940 to provide for lump-sum payments to 
certain beneficiaries under such Act 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 602 (h) of the National Service Life 
Insurance Act of 1940 (38 U. S. C. 802 (h)) is amended by inserting after para- 
graph (3) the following new paragraph: 

**(4) (A) The beneficiary, whether or not the first beneficiary, shall have the 
right to elect at any time to receive in one sum that part of the proceeds of the 
insurance which remains unpaid. Such part shall be computed by subtracting 
from the net value of the insurance upon maturity the aggregate of all payments 
made to the beneficiaries on account of such insurance. 

“(B) The Administrator shall send to each beneficiary of insurance which 
matured before August 1, 1946, a notice explaining the right of election granted 
by subparagraph (A). Such notice shall be sent by registered mail addressed to 
the last known address of the addressee.” 


[H. R. 6003, 85th Cong., Ist sess.] 


A BILL To provide a one-year period during which certain veterans may be granted National Service 
life insurance 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That, notwithstanding the provisions of section 
619 of the National Service Life Insurance Act of 1940, as amended, insurance 
may be granted under section 602 (c) (2) of the National Service Life Insurance 
Act of 1940, as amended, upon application made in writing within one year after 
date of this enactment, and subject to the limitations provided in such sections. 

Sec. 2. Notwithstanding any time limitation for filing application for insurance 
contained in section 620 or section 621 of the National Service Life Insurance Act 
of 1940, as amended, any person heretofore eligible to apply for insurance under 
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such sections shall, upon application made in writing within one year after the 
date of this enactment, be granted insurance thereunder, subject to the other 
limitations specified in such sections, except that where application for insurance 
under the provisions of section 621 of the Act is made more than one hundred 
and twenty days after separation from active service the applicant shall be 
required to submit evidence satisfactory to the Administrator of Veterans Affairs 
of good health at the time of such application. 


{H. R, 6149, 85th Cong., 1st sess.] 


A BILL To provide a one-year period during — certain veterans may be granted national service life 
nsurance 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That, notwithstanding the provisions of section 
619 of the National Service Life Insurance Act of 1940, as amended, insurance 
may be granted under section 602 (c) (2) of the National Service Life Insurance 
Act of 1940, as amended, upon application made in writing within one year after 
date of this enactment, and subject to the limitations provided in such sections. 

Sec. 2. Notwithstanding any time limitation for filing application for insurance 
contained in section 620 or section 621 of the National Service Life Insurance 
Act of 1940, as amended, any person heretofore eligible to apply for insurance 
under such sections shall, upon application made in writing within one year 
after the date of the enactment, be granted insurance thereunder, subject to the 
other limitations specified in such sections, except that where application for 
insurance under the provisions of section 621 of the Act is made more than one 
hundred and twenty days after separation from active service the applicant shall 
be required to submit evidence satisfactory to the Administrator of Veterans’ 
Affairs of good health at the time of such application. 


(H. R, 6576, 85th Cong., 1st sess.] 


A BILL To amend section 301 of the World War Veterans’ Act, 1924, to provide that certain term insur- 
a art by World War I veterans shall be considered as fully paid when the insured reaches the age 
of sixty-three 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 301 of the World War Veterans’ 
Act, 1924 (38 U. S. C. 512), is amended by adding the following new paragraph 
at the end thereof: 

“Each policy of United States Government life insurance on the five-year level 
premium term plan, and each policy of yearly renewable term insurance, which 
is in force on or after the date the insured thereunder has attained the age of 
sixty-three or on or after the date of enactment of this paragraph, whichever 
ease ee ports shall remain in force thereafter without any premium being paid 
therefor. 


{H. R, 6639, 85th Cong., Ist sess.] 


A BILL To provide a one-year period during —_— certain veterans may be granted national service life 
surance 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That, notwithstanding the provisions of section 
619 of the National Service Life Insurance Act of 1940, as amended, insurance 
may be granted under section 602 (c) (2) of the National Service Life Insurance 
Act of 1940, as amended, upon application made in writing within one year after 
date of this enactment, and subject to the limitations provided in such sections. 

Src. 2. Notwithstanding any time limitation for filing application for insurance 
contained in section 620 or section 621 of the National Worvice Life Insurance 
Act of 1940, as amended, any person heretofore eligible to apply for insurance 
under such sections shall, upon application made in writing within one year after 
the date of this enactment, be granted insurance thereunder, subject to the other 
limitations specified in such sections, except that where application for insurance 
under the provisions of section 621 of the Act is made more than one hundred 
and twenty days after separation from active service the applicant shall be re- 
quired to submit evidence satisfactory to the Administrator of Veterans’ Affairs 
of good health at the time of such application, 
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[H. R. 7309, 85th Cong., Ist sess.] 


A BILL To amend section 301 of the World War Veterans’ Act, 1924, to provide that certain term insurance 
— by World War I veterans shall be considered as fully paid when the insured reaches the age of 
y-three 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 301 of the World War Veterans’ Act, 
1924 (38 U. 8. C. 512), is amended by adding the following new paragraph at the 
end thereof: 

“Each policy of United States Government life insurance on the five-year level 
premium term plan, and each policy of yearly renewable term insurance, which is 
in force on or after the date the insured thereunder has attained the age of sixty- 
five or on or after the date of enactment of this paragraph, whichever date last 
occurs, shall remain in force thereafter without any premium being paid therefor.” 


[H. R. 7864, 85th Cong., 1st sess.] 


A BILL To amend section 301 of the World War Veterans’ Act of 1924, to provide that certain term 
insurance held by World War I veterans shall be considered as fully paid when the insured reaches 
the age of sixty-five 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 301 of the World War Veterans’ 
Act, 1924 (38 U. 8: C. 512), is amended by adding the following new paragraph 
at the end thereof: 

“Each policy of United States Government life insurance on the five-year 
level premium term plan, and each policy of yearly renewable term insurance, 
which is in force on or after the date the insured thereunder has attained the 
age of sixty-five or on or after the date of enactment of this paragraph, whichever 
date last occurs, shall remain in force thereafter without any premium being paid 
therefor. 


(H. RB. 8707, 85th Cong., Ist sess.] 


A BILL To provide waiver of premiums on eattenes ecvice life insurance policies for certain totally disabled 
veterans 
Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 602 (n) of the National Service Life 
Insurance Act of 1940, as amended, is amended by striking out the following. 
immediately preceding the first proviso: ‘‘, and (3) prior to the insured’s sixtieth 
birthday”’. 


[H. R, 8703, 85th Cong., Ist sess.] 


A BILL To increase from $5,000 to $10,000 the amount of gratuitous insurance provided for certain Worid 
War II veterans 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 602 (d) (2) and (d) (3) of the National 
Service Life Insurance Act of 1940, as amended, is amended by deleting therefrom 
the amount “$5,000” wherever it appears therein and inserting in lieu thereof the 
amount “$10,000”. 


[H. R. 8709, 85th Cong., 1st sess.] 


A BILL To extend the time within which certain insane veterans may apply for insurance within section 
620 of the National Service Life Insurance Act of 1940, as amended 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 620 of the National Service Life 
Ins"rance Act of 1940 as amended, is hereby amended by. adding immediately 
before the first proviso thereof the following: ‘Provided, That any sich person 
who is shown to be insane d ring such one-year period, he or his guardian on his 
behalf, within one year after the date of this amendatory Act or within one year 
after removal of such legal disability, may file application for insurance with 
evidence of such person’s right to ins: rance under this section:’’. 
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[H. R, 8710, 85th Cong., Ist sess.] 


A BILL To authorize waiver of pronulume on national service life insurance beginning with the first 
premium due date after total disability commenced regardless of the date of application for such waiver 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 602 (n) of the National Service Life 
Insurance Act of 1940, as amended, is amended to read as follows: 

““(n) Upon application by the insured and under such regulations as the 
Administrator may promulgate, payment of premiums on such insurance may 
be waived during the continuous total disability of the insured, which continues 
or has continued for six or more consecutive months, if such disability commenced 
(1) subsequent to the date of his application for insurance, (2) while the insurance 
was in force under premium-paying conditions, and (3) prior to the insured’s 
sixtieth birthday: Provided, That the Administrator shall grant waiver of any 
premium heretofore or hereafter becoming due after such total disability com- 
menced which may be waived under the foregoing provisions of this section: 
Provided further, That in the event of the death of the insured without filing 
application for waiver, the beneficiary may file application for waiver with evi- 
dence of the insured’s right to waiver under this section. Any premiums paid 
for months during which waiver is effective shall be refunded. The Administrator 
shall provide by regulations for examination or reexamination of an insured claim- 
ing benefits under this section, and may deny benefits for failure to cooperate. 
In the event that it is found that an insured is no longer totally disabled, the 
waiver of premiums shall cease as of the date of such finding and the policy of 
insurance may be continued by payment of premiums as provided in said policy: 
Provided further, That in any case in which the Administrator finds that the 
insured’s failure to submit satisfactory evidence of the existence or continuance 
of total disability was due to circumstances beyond his control, the Administrator 
may grant waiver or continuance of waiver of premiums. Premium rates shall be 
calculated without charge for the cost of waiver of premiums herein provided 
and no deduction from benefits otherwise payable shall be made on account 
thereof.” 





[H. R. 9242, 85th Cong., Ist sess.] 


A BILL To amend the Veterans’ Benefits Act of 1957 to permit permanent plan United States Govern- 
ment life (converted) insurance policies and national service life insurance policies to be assigned as 
collateral for certain loans 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 1001 of the Veterans’ Benefits Act 
of 1957 is amended by redesignating subsection (c) as subsection (d) and by 
adding immediately after subsection (b) the following new subsection: 

‘*(c) The insured under a permanent plan United States Government life 
(converted) insurance policy or a permanent plan national service life insurance 
policy may, notwithstanding any other provision of law, assign such policy of 
insurance as collateral security for a loan made to him if (1) the person making 
such loan insures the borrower against death or permanent and total disability 
in the amount of the unpaid balance of the loan plus accrued interest and other 
charges on such loan with the person making such loan as the beneficiary, and 
(2) there is a provision in the contract for such loan that in the event of the death 
or permanent and total disability of the borrower no recourse shall be had against 
any permanent plan United States Government life (converted) insurance policy 
or any permanent plan national service life insurance policy assigned as collateral 
security for such loan.’ 

Sec. 2. The amendments made by this Act shall apply only with respect to 
loans made after the date of enactment of this Act. 





[H. R. 10330, 85th Cong., 2d sess.] 


A BILL To amend the National Service Life Insurance Act of 1940 to provide for paying an indemnity of 
$10,000 to the widow, children, or parents of any member of e rniformed service dying after 1956 under 
circumstances not permitting payment of dependency and indemnity compensation or death com- 
pensation 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the National Service Life Insurance Act of 
1940 is amended by adding at the end thereof the following: 

“Sec. 624. (a) Whenever any member of a uniformed service dies after 1956, 
while on active duty, active duty for training, or inactive duty training, or within 
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one hundred and twenty days after his discharge or release from active duty o- 
from a period of active duty for training of thirty days or more, leaving a widow, 
child, or parent, but neither dependency and indemnity compensation nor death 
compensation are payable to such widow, child, or parent, solely because the 
disability causing the member’s death was not incurred or aggravated in line of 
duty, then the Administrator shall pay to the widow, or if no widow, to the 
children, or if no widow or child, to the parents, of such member an indemnity of 
$10,000 (subject to reduction under subsection (b) (1) and (2) of this section), 
payable in equal monthly installments (subject to reduction under subsection (b) 
(2)) of one hundred and twenty in number with interest at the rate of 24 per 
centum per annum. Any installments of indemnity not paid to a beneficiary 
during his lifetime shall be paid to the other beneficiaries eligible under this 
subsection, and to no other person or entity. 

‘*(b) (1) The indemnity payable under subsection (a) of this section shall be 
reduced by an amount equal to the amount of National Service Life Insurance and 
United States Government life insurance in force held by such member of a 
uniformed service at the time of his death. 

(2) No monthly installment of indemnity paid to a child or parent for any 
month under this section shall exceed the amount of dependency and indemnity 
compensation which would be paid to such child or parent (determined without 
regard to section 501 (a) (3) (B) of the Servicemen’s and Veterans’ Survivor 
Benefits Act) for that month if the disability causing such member’s death had 
been incurred in line of duty. 

(3) The amounts by which installments are reduced pursuant to this subsection 
shall not be payable to any person or entity. 

**(c) Terms used in this section shall have the meanings assigned to them 
under the Servicemen’s and Veterans’ Survivor Benefits Act.’’ 


[H. R. 10463, 85th Cong., 2d sess.] 


A BILL To amend section 620 of the National Service Life Insurance Act of 1940 to authorize the granting 
of insurance under that section on a premium paying basis to certain veterans having total 
service-connected disabilities 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 620 of the National Service Life 
Insurance Act of 1940 (38 U. 8S. C. 821) is amended (1) by inserting ‘‘(a)”’ immedi- 
ately after “Src. 620.” and (2) by adding at the end thereof the following: 

““(b) Any person released from active service under other than dishonorable 
conditions after October 7, 1940, who is entitled, or but for the receipt of retirement 
pay would be entitled, to compensation under title III of the Veterans’ Benefits 
Act of 1957 for a service-connected total disability, and except for which such 
person would be insurable according to the standards established by the Adminis- 
trator for qualifying under the good health provisions of this Act, shall, upon 
application in writing made within one year after whichever date is the later, the 
date such disability is determined by the Administrator to be a service-connected 
total disability or the date of enactment of this subsection, be granted insurance 
by the United States against the death of such person occurring while such 
insurance is in force, upon the same terms and conditions as are contained in 
policies issued under subsection (a) of this section; however, as to insurance issued 
solely by reason of this subsection, waiver of premiums shall not be granted 
pursuant to section 602 (n) on account of the person’s service-connected total 
disability.” 





[H. R, 11382, 85th Cong., 2d sess.] 


A BILL To authorize the conversion of term insurance issued under section 621 of the National Service 
Life Insurance Act and to adjust the basis for premiums and other calculations on such insurance 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the second sentence of section 621 of the 
National Life Insurance Act of 1940 is amended to read as follows: ‘Insurance 
granted under this section shall be issued upon the same terms and conditions as 
are contained in standard policies of national service life insurance except (1) the 
premium rates for such insurance on premiums due and payable prior to January 1, 

159, shall be based on the Commissioners 1941 Standard Ordinary Table of 
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Mortality and interest at the rate of 2% per centum per annum; (2) the premium 
rates for such insurance on premiums due and payable on and after January 1, 
1959, shall be based on table X-17 (1950-54 Intercompany Table of Mortality 
Adjusted) and interest at the rate of 3 per centum per annum; (3) all settlements 
on policies involving annuities shall be calculated on the basis of The Annuity 
Table for 1949 (A) with interest at the rate of 24 per centum per annum on all 
annuity payments due (whether paid or not) prior to January 1, 1959, and (B) with 
interest at the rate of 3 per centum per annum on all annuity payments due and 
payable on or after that date; (4) except as provided in this section, effective 
January 1, 1959, all cash, loan, paid-up, and extended values, and all other 
calculations in connection with insurance issued under this section shall be based 
on table X-17 (1950-54 Intercompany Table of Mortality Adjusted) and interest 
at the rate of 3 per centum per annum; (5) insurance issued hereunder shall be 
on a nonparticipating basis and all premiums and other collections therefor shall 
be credited to a revolving fund in the Treasury of the United States and the 
payments on such insurance shall be made directly from such fund.” 


(H. R. 11383, 85th Cong., 2d sess.] 


A BILL To amend section 621 of the National Service Life Insurance Act of 1940 to provide that policies of 
insurance issued thereunder shall be convertible and participating, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 621 of the National Service Life 
Insurance Act of 1940, as amended, is amended to read as follows: 

“Sec. 621. (a) On and after January 1, 1959, except as otherwise provided 
insurance heretofore granted under this section against the death of the insured 
occurring while the insurance is in force shall have the same terms and conditions 
as are contained in the standard policies of national service life insurance: (1) the 
premium rates for such insurance shall be based on The Commissioners 1941 
Standard Ordinary Table of Mortality and interest at the rate of 3 per centum 
per annum; (2) all cash, loan, paid-up, and extended values, and, except settle- 
ments on policies involving annuities, all other calculations in connection with 
such insurance shall be based upon The Commissioners 1941 Standard Ordinary 
Table of Mortality and interest at the rate of 3 per centum per annum; (3) all 
settlements on policies involving annuities shall be calculated on the basis of 
The Annuity Table for 1949, and interest at the rate of 3 per centum per annum, 

““(b) There is hereby created in the Treasury a permanent trust fund to be 
known as the Veterans Special Insurance Trust Fund. All premiums paid on 
account of insurance issued under this section shall be deposited and covered 
into the Treasury to the credit of such fund. Such fund, together with interest 
earned thereon, shall be available for the payment of liabilities under such insur- 
ance, including payment of dividends and refunds of unearned premiums. Pay- 
ments from this fund shall be made upon and in accordance with awards by the 
Administrator. The assets and liabilities of the revolving fund heretofore 
established under this section are hereby transferred to the Veterans Special 
Insurance Trust Fund. 

‘““(c) The Administrator is authorized to set aside out of such fund such reserve 
amounts as may be required under accepted actuarial principles, to meet all 
liabilities under such insurance; and the Secretary of the Treasury is authorized 
to invest and reinvest such fund, or any part thereof, in interest-bearing obliga- 
tions of the United States or in obligations guaranteed as to principal and interest 
by the United States, and to sell such obligations for the purpose of such fund.” 

Sec. 2. Subsections 607 (b) and (ce) and subsection 609 (b) of the National 
Service Life Insurance Act of 1940 are hereby amended, effective January 1, 
1959, by adding after the term “‘ National Service Life Insurance Fund” wherever 
it appears therein the words “, or the Veterans Special Insurance Trust Fund.” 

Src. 3. Section 607 of the National Service Life Insurance Act of 1940, as 
amended, is amended, effective January 1, 1959, by adding a new subsection 
““(d)”’ thereto to read as follows: 

“‘(d) The provisions of this section shall be applicable to insurance issued 
under section 621 of this Act, with respect to payments and waiver of premiums 
due and payable on such insurance on and after January 1, 1959.” 
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[H. R. 11577, 85th Cong., 2d sess.] 


A BILL To increase from $5 to $10 per month for each $1,000 national service life insurance in force the 
amount of total disability income benefits which may be purchased by insureds, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the portion of subsection 602 (v) (1) of the 
National Service Life Insurance Act of 1940 which precedes the first proviso is 
amended to read as follows: 

*(v) (1) The Administrator shall, upon application by the insured and proof 
of good health satisfactory to the Administrator and payment of such extra 
premium as the Administrator shall prescribe, include in any national service life 
insurance policy on the life of the insured (including insurance issued under 
section 621 but not including insurance issued under section 620) provisions 
whereby an insured who is shown to have become totally disabled for a period 
of six consecutive months or more commencing after the date of such application 
and before attaining the age of sixty-five and while the payment of any premium 
is not in default, shall be paid monthly disability benefits from the first day of 
the seventh consecutive month of and during the continuance of such total dis- 
ability of $10 for each $1,000 of such insurance in effect when such benefits become 
payable; however, the total disability provision authorized under this amendatory 
Act shall not be added to a policy containing the total disability coverage here- 
tofore issued under this subsection, except upon compliance with the above con- 
ditions and surrender of such total disability coverage:’’. 

Sec. 2. This Act shall be effective the first day of the third calendar month 
following the date of its approval. 


[H. R, 11870, 85th Cong., 2d sess.] 


A BILL To amend section 602 of the National Service Life Insurance Act of 1940 to provide for payment 
of certain accrued insurance benefits to survivors of the insured 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 602 of the National Service Life 
Insurance Act of 1940 (38 U.S. C. 802) is amended by adding at the end thereof 
the following new subsection: 

‘“(y) Where any check in payment of insurance has been delivered to any 
beneficiary, such beneficiary has died before negotiating such check, and the 
payments of insurance represented by such check are not payable to any person 
or the estate of any person under any provision of this Act other than this sub- 
section, then the proceeds of such check shall be paid to the persons, and in the 
order, specified in subsection (i) of this section. Payments made by reason of 
this section shall be made from the national service life insurance appropriation.” 

Src. 2. The amendment made by this Act shall apply with respect to checks 
delivered after June 30, 1956. 


Marcu 14, 1957. 
To: Chief Insurance Director. 
From: Associate General Counsel for Legislative Services. 
Subject: Request of Committee on Veterans’ Affairs for cost information and 
other data re proposed paid-up term insurance. 

1. The chairman, House Committee on Veterans’ Affairs, through the com- 
mittee counsel, has requested certain information regarding cost and other aspects 
of a proposal to amend the law to provide that all United States Government and 
NSLI policies issued under the World War Veterans’ Act and section 602 of the 
NSLI Act on the 5-year level premium term plan be considered “paid-up” at 
(a) age 65; or (b), in the alternative, at age 70. 

2. The chairman is interested in an estimate of the number of policies, by 
veteran groups, which presently would come within the scope of the proposals; 
an estimate of the approximate number which might qualify annually thereafter; 
pertinent mortality data; the effect on other policyholders; the cost involved, 
particularly with respect to the effect on the trust funds; together with any other 
information which you feel would be pertinent to such proposals. 
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PF 3. We are informed that it may be assumed (1) that such policies would be 
required to be in force upon attainment of the stated ages; (2) that no minimum 
period for the payment of premiums would be required; (3) that the present bar 
under section 619, NSLI Act as to issuance of insurance will continue; and (4) 
that current mortality experience will continue without substantial change in the 
future. Such additional arbitrary assumptions as may be necessary for your 
estimate purposes may be secured from Mr. E. B. Patterson, counsel to the 
committee. 

4. The chairman has asked for this information at the earliest practicable 
date and it will be appreciated if you will forward your reply through this Office. 


T. F. Da.ey. 


Aprit 4, 1957. 
To: Associate General Counsel for Legislative Services. 
From: Chief Insurance Director. 
Subject: Request of Committee on Veterans’ Affairs—your memorandum of 
March 14. 

1. The committee’s request is for cost data and other pertinent information 
on the following question: 

How much will it cost and what will the effects be of suspending all future 
premium payments on term policies after an insured attains age 60? age 65? 
age 70? 

The age 60 figures were requested by Mr. Patterson, committee counsel, as a 
result of a conversation that the Chief Actuary had with him on the general 
subject. 

2. The total estimated cost is summarized in the following tabulation: 


Total cost to pay up term policies 











At age 60 At age 65 At age 70 
United States Government life insurance. .............. $121, 758, 000 $109, 208, 000 $80, 038, 000 
National service life insurance (par only) -_............--- 13, 056, 854,000 | 9, 321, 338, 000 6, 085, 700, 000 
IE cal nie twink cuwnpighemiaieien belard ibe dmenied 13, 178, 612,000 | 9, 430, 546, 000 6, 115, 738, 000 


Detailed year-by-year figures on this cost as well as on the average number of 
policies and insurance in force in future years are shown on the attached pages. 
For example, we find that on the paid-up-at-65 basis the annual cost initially will 
run a modest $4 million, will rise to a maximum of something between $300 
million and $400 million, and then drop off gradually to zero as the business goes 
off the books. 

3. These calculations assume that dividends will be paid during the premium- 
paying period. If dividends were suspended and the excess premium retained and 
applied at maturity to meet a portion of the cost of paying these policies up, the 
above cost figures would be affected to a considerable extent. To obtain an 
accurate estimate of the cost under these conditions would require long extensive 
calculations, the expense of which could hardly be justified in view of the magni- 
tude of this cost under any set of conditions. However, a very rough calculation 
on a unit basis with many broad assumptions as to average age, etc., indicates 
that the total cost on the paid-up-at-65 basis might be reduced perhaps 35 to 40 
percent if dividends were suspended for the premium-paying period but with the 
accumulation paid at death or withdrawal prior to age 65. 

4. Since the fund could not financially support any such scheme the extra cost 
of this added benefit would have to be borne by the Government through the 
medium of congressional appropriations. 

Sumner G. Waittier. 
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Estimated cost of paying up term policies at age 60 
U. 8. GOVERNMENT LIFE INSURANCE 





uy 
Average amount of busi- | 
ness in force at age 60 | Estimated claims for period 








and above 























Year | | | | 
| | Amount of | | Amount of 
Number of | insurance (in| Number of | insurance (in 
policies | thousands policies thousands 
| | of dollars) | of dollars) 
mcdgaie 1 | ine | b 
| 
Le es er ee 14, 443 89, 748 | 739 | 4, 511 
1959. __- 4 14, 883 | 93, 445 | 813 | 5,010 
ee-O4. ....... 05+ | 13, 717 87, 425 | 4,831 | 30, 194 
lis wie nbien 9, 219 59, 391 | 4,971 | 31, 444 
IN ik lia i igi apldis —— 5,014 | 32, 712 3, 798 | 24, 370 
a tianlian a hcwnaine a patina sade 2, 518 | 16,770 | 2, 143 | 14, 083 
RS a ae 1, 257 | 8, 385 995 | 6, 607 
cecal eeneeein 358 | 2, 375 835 | 5, 539 
i eae ss lcs ch Sous cdieccstia 19, 125 121, 758 
NATIONAL SERVICE LIFE INSURANCE 
| | | { 
CO i isin nttidedilikdccétedadinmabranvechotégnds | 26, 970 | $171, 062 | 633 $3, 977 
DE itt inh sineehinaiinncineesmedmanaeumetenbtst 34, 146 | 217, 009 | 819 5, 169 
i ieee tlt ac enenes in Sleiiae | 62, 050 | 409, 198 7,996 | 51, 810 
SI ckenmiiphbastateabidhaeesecebactires .| 156, 897 1, 096, 607 | 20, 729 | 141, 703 
lie Cena daccianiina sista muinnies tilde alpistve eal | 331, 783 | 2, 382, 782 | 48, 167 | 340, 768 
a a act } 564, 471 | 4, 072, 010 | 90, 564 | 647, 992 
I SS Bes Pe nie | 828, 720 6, 025, 613 | 149, 681 | 1, 079, 335 
NR sntincdc ocncneeeecetsacicticusoues 470, 933 3,496,233 | 1,400,330 | —10, 786, 100 
TE el tire oaths massveniaadh oil i nian bliagstiyeinnibiinnatninmmen | 1, 718, 919 | 13, 056, 854 
| | 
TOTAL 
41, 413 $260, 810 1, 372 $8, 488 
49, 029 310, 454 1, 632 | 10, 179 
75, 767 496, 623 12, 827 | 82, 004 
166, 116 1, 155, 998 25, 700 | 173, 147 
336, 797 2, 415, 494 51, 965 365, 138 
566, 989 4, 088, 7: 92, 707 662, 075 
829, 977 6, 033, 998 150, 676 1, 085, 943 
471, 291 3, 498, 608 1, 401, 165 10, 791, 639 
ahaa dtedistrastbinketditeistiddel bastodevubdaltedduscmacdeus 1, 738, 044 13, 178, 612 
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Estimated cost of paying up term policies at age 65 


U. 8. GOVERNMENT LIFE INSURANCE 


Average amount of busi- 
ness in force at age 60 


Estimated claims for period 





























and above 
Year 

Amount of Amount of 
Number of | insurance (in| Number of | insurance (in 

policies thousands policies thousands 

of dollars) of dollars) 
san esac cbabeiaden's be 6, 020 $36, 626 409 $2, 455 
1959... . sb ete i oe <tbee 7, 090 43, 221 498 3, 005 
Di innnan hatte kde dmcinceictecnaees uh ohwdion 9, 572 59, 342 3, 871 23, 751 
 . __ ran | Biase 8, 747 56, 197 4, 850 30, 618 
bsd a «5 a) ubae oobi sannsae ele acti 4, 767 31, 041 3, 753 24, 075 
1975-79___- nei oa 2, 081 13, 731 2, 071 13, 533 
testes tm ete ties caine ‘ epee 1, 022 6, 908 940 6, 240 
1985 and later... RA FS 350 2, 360 832 5, 531 
WUD. ocihls cuss nereccadcautecmuadis ‘ ’ Faas.) 17, 224 109, 208 

NATIONAL SERVICE LIFE INSURANCE 
1968... .. d 6, 868 $42, 263 233 $1, 309 
Pb baddens cpa pd 8, 643 53, 862 297 1, 821 
1960-64_ is 17, 698 112, 431 3, 129 19, 668 
1965-69__- a 47, 758 315, 349 9, 084 58, 987 
1970-74. __. \ 119, 209 835, 275 | 22, 975 157, 698 
1975-79__- | 248, 838 1, 791, 037 | 52, 203 371, 039 
1980-84_ $ : } 416, 297 3, 007, 085 95, 428 685, 345 
1985 and later... z . : 278, 876 2, 013, 209 | 1, 059, 869 8, 025, 381 
Toetal.... dn J Z tccad adeccunbetetece te | 1, 243, 218 9, 821, 338 
TOTAL 
| 
Eiibascasas 12, 888 $78, 889 642 $3, 854 
1959 daikh chin Ricncnque tnatinemmeatanaemal 15, 733 97, 083 795 4. 826 
1960-64. ...._- -| 27, 270 171, 773 7, 000 43, 419 
1965-69. oan 56, 505 371, 546 | 13, 934 89, 605 
1970-74_.____- > 123, 976 866, 316 26, 728 181, 773 
IA ts nie ane 250, 919 1, 804, 768 5A, 274 384, 572 
1980-84_ iota a — 417, 319 2, 013, 993 96, 368 601, 585 
1985 and later._.._._- . — 279, 226 2, 015, 659 1, 060, 701 8, 030, 912 
Es choses cs esatasds 3 | pg -..--| 1, 260, 442 9, 430, 546 
| 
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Estimated cost of paying up term policies at age 70 
U. 8. GOVERNMENT LIFE INSURANCE 











Average amount of busi- 
ness in force at age 60 | Estimated claims for period 
and above 
Year 
Amount of Amount of 
Number of | insurance (in| Number of | insurance (in 
policies thousands policies thousands j 
of dollars) of dollars) 
a a dian denice gael 1,174 | $6, 804 114 $640 
eal EI ned pining Dianna te babii 1, 568 9, 258 156 905 
a A Dh cement Mibdesincammeupell od 3, 129 18, 989 1, 686 10, 166 
| 34, 712 3, 529 21, 764 
28, 611 | 3, 588 22, 957 
12, 421 | 2, 011 13, 120 
4, 530 | 829 | 5, 466 
1, 405 | 748 5, 020 
|-- | 12, 661 | 80, 038 
i 








NATIONAL SERVICE LIFE INSURANCE 




















1, 534 $8, 396 | 69 375 

2, 032 | 11, 335 | o4 520 

4, 489 | 27, 302 | 1, 107 | 6, 591 

13, 938 | 88,716 | 3, 585 | 22 601 

37, 234 | 246, 500 | 10, 255 66, 835 

92,525 | 650, 676 | 25, 576 | 176, 595 

saan 190,520} 1,375, 038 57,211 408, 862 
OR : 134, 908 | 976, 205 728, 371 5, 353, 321 
al cca ------| 826, 268 6, 035, 700 

TOTAL 

Ek 2, 708 $15, 200 ame] s1s20| 183 $1, 015 
en ee ds 3, 600 | 20, 593 | 250 1, 425 
ee eee 7, 618 | 46, 291 2, 793 16, 757 
Re ee 19, 522 | 123, 428 7,114 | 44, 365 
er kere eee ee 41, 642 275, 111 13,843 | 89, 792 
ee : 94) 413 | 663, 097 27, 587 | 189, 715 
(RR I a a 191,199 | 1, 379, 568 58, 040 414, 328 
SS a AR SNE 135, 116 | 977, 610 729, 119 5, 358, 341 
an neppeonesen | one res Sa: 838, 929 6, 115, 738 
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VETERANS’ ADMINISTRATION, 
DEPARTMENT OF INSURANCE, 
Washington 25, D. C., April 30, 1957. 
Hon. Ourn E. TEAGUE, 
Chairman, Committee on Veterans’ Affairs, 
House of Repressntatives, Washington 25, D. C. 


Dear Mr. Teacue: The figures previously furnished you on the cost to pay 
up USGLI term policies at specified ages assume the suspension of all dividend 
payments after the paid-up age. For example, on the “Age 60’ figures no divi- 
dends are payable on any policy after the attainment of age 60; similarly for 
“Age 65” and ‘Age 70.” 

In our previous submission we estimated in a very approximate manner the 
effect of suspending dividends on NSLI term during the premium-paying period 
prior to 65 with the condition, however, that the dividend accumulation would 
be paid at death or withdrawal prior to that age. It is my understanding that 
a similar estimate is desired for the ‘‘Age 60” and ‘‘Age 70” figures. Proceeding 
along the same lines with the same broad assumptions that we previously made, 
we find that a suspension of dividends as indicated would reduce the “Age 60” 
cost by somewhere between 25 and 30 percent, and the “Age 70” cost by some- 
where between 45 and 50 percent. 

Very truly yours, 
Sumner G. WHITTIER, 
Chief Insurance Director. 


New cost assuming suspension of dividends on NSLI policies but payment at 
withdrawal or death at— 


PMNS igh nto bininchcdieicnmdc wae otaibicaa aa banel $9, 139, 797, 800 
IE a bebe atta seins acseeetatiniitaameaet elicited 5, 592, 802, 800 
MR W0 5 FR SPER DATES CUBE EET SE RAS Roba 3, 067, 850, 000 
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3656 VETERANS INSURANCE BILLS 


VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington, D. C., March 12, 1958. 
Hon. Ouin E. TEacaue, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington, D. C. 


Dear Mr. Teacue: The following comments and recommendation are sub- 
mitted concerning H. R. 10380, 85th Congress, a bill to amend the National 
Service Life Insurance Act of 1940 to provide for paying an indemnity of $10,000 
to the widow, children, or parents of any member of a uniformed service dying 
after 1956 under circumstances not permitting payment of dependency and 
indemnity compensation or death compensation. 

The bill would provide a maximum gratuity of $10,000 to certain survivors of a 
member of a uniformed service who dies after 1956, only in those cases where 
neither dependency and indemnity compensation nor death compensation is 
payable “‘solely because the disability causing the member’s death was not incurred 
or aggravated in line of duty.” 

The line of duty requirements for the payment of death compensation or de- 
pendency and indemnity compensation are not met when.the injury or disease 
causing the member’s death resulted from his own willful misconduct or while 
he was (1) avoiding duty by deserting the service, or absenting himself without 
leave materially interfering with the performance of military duties; (2) confined 
under sentence of court-martial involving an unremitted dishonorable discharge; 
or (3) confined under sentence of a civil court involving a felony. Payment of 
another type of gratuity based solely on the very factors which bar payment of 
survivor benefits by the Veterans’ Administration (as is proposed by the bill) 
would be a major departure from the long-established congressional policy in this 
field of legislation. 

The bill would add a new section (624) to the National Service Life Insurance 
Act of 1940. However, the benefit provided by that section would be designated 
an “indemnity”? and would have none of the usual characteristics of insurance, 
such as contractual relationship, payment of premiums, designation of bene- 
ficiaries, ete. Thus it might be argued that the penalty and forfeiture provisions 
of the act, which are limited to “insurance,’’ would not apply to the benefit pro- 
vided by the bill. 

The proposed gratuity may be intended to replace for a limited class of persons 
the $10,000 maximum free indemnity provided under the Servicemen’s Indemnity 
Act of 1951 for every person in the Armed Forces and certain other persons who 
served between June 27, 1950, and January 1, 1957. That act was repealed by 
the Servicemen’s and Veterans’ Survivor Benefits Act (Public Law 881, 84th Cong., 
approved August 1, 1956) after an extensive study by the Congress of the entire 
field of survivor benefits. 

The Congress found that a common criticism of the indemnity benefit provided 
by the 1951 act was that the 120 monthly payments stopped before the needs of 
the beneficiary were mitigated. Such criticism would be equally applicable to the 
benefit proposed by H. R. 10380. 

Public Law 881 ended servicemen’s indemnity as a separate benefit and con- 
solidated it with death compensation into the new dependency and indemnity 
compensation which is generally payable at higher rates than the old death 
compensation. 

The bill is discriminatory not only in singling out a limited class of servicemen 
and veterans for the indemnity coverage but also as to amounts payable to 
eligible survivors. The proposed gratuity would be reduced by the amount of 
Government life insurance in force at the time of death regardless of the beneficiary 
to whom such insurance is payable. Thus a widow otherwise entitled to indemnity 
payments under the bill would receive nothing if $10,000 Government insurance 
was payable to her or to another beneficiary under the policy. 

The bill does not specifically provide for funds to pay the proposed benefits. 
The national service life insurance fund and the United States Government life 
insurance fund, which are held in trust by the Government for the benefit of 
policyholders ana their beneficiaries, are available only for the payment of 
liabilities under such life insurance. Since the proposed indemnity would have 
none of the characteristics of insurance it presumably could not be paid from the 
mentioned life-insurance funds. 

The Veterans’ Administration has no data as to the number of deaths in service 
or within 120 days after separation therefrom which are caused by a disability not 
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incurred or aggravated in line of duty. Therefore, no estimate of the cost of the 
proposal is submitted. 

or the foregoing reasons, I recommend that your committee not give favorable 
consideration to H. R. 10380, 85th Congress. 

Advice has been received from the Bureau of the Budget that there would be no 
objection to the submission of this report to the committee and that the Bureau is 
opposed to the enactment of the proposed legislation. 

Sincerely yours, 
Sumner G. Wairtier, 
Administrator. 





VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington, D. C., April 9, 1958. 
Hon. Ourn E. Treaaue, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington, D. C. 


Dear Mr. Teracve: The following report is submitted, as requested, on 
H. R. 5400, 85th Congress, a bill to require notice by certified mail of the lapse 
of Government life insurance. 

The purpose of the bill is to require that notice of lapse of United States Govern- 
ment or national service life insurance be sent by certified mail addressed to the 
last known address of the addressee within 1 week following expiration of the grace 

eriod. 

, Under existing procedure policyholders are notified by first-class mail of lapse 
of their insurance approximately 15 days after expiration of the grace period. 
Unless an application for reinstatement is received a second notice of lapse is 
mailed approximately 30 days after release of the first letter. The insured has 
a 90-day period from date of lapse within which to reinstate on a “comparative 
health” basis; that is he need show only that he is in as good health as he was on 
the date of lapse. Reinstatement thereafter requires a showing of good health 
at time of application. 

By screening for lapses 15 days after the grace period the Veterans’ Adminis- 
tration now sends out about 450,000 initial lapse notices each year. The bill 
would require lapse notices to be sent “within 1 week following expiration of the 
grace period.”” To meet this deadline would require lapse screening immediately 
upon expiration of the grace period. Experience has taught that lapse screening 
earlier than 15 days after expiration of the grace period finds many timely remit- 
tances not yet posted to the accounts. Large numbers of policyholders habitually 
delay the mailing of their premiums until the last day of the grace period which, 
of course, is their right under the contract. Upward of 700,000 monthly remit- 
tances are received during the last week of the grace period. If the accounts 
were screened for lapses immediately upon expiration of the grace period, practi- 
cally none of these 700,000 will have been posted to the accounts. An immediate 
lapse screening and the release of premature lapse notices would result in much 
correspondence and criticism from insured who, in fact, had paid their premiums 
on time, usually just prior to the end of the grace period, but whose accounts would 
not reflect such payments. 

It is estimated that enactment of the bill would result in additional adminis- 
trative costs the first year of approximately $160,000. This additional cost would 
decrease slightly each of the succeeding 4 years and would be approximately 
$140,000 in the fifth year. 

Enactment of the bill would result in premature notices of lapse to many in- 
sureds, causing misunderstanding and confusion, as well as unnecessary cost to 
the Government. I therefore recommend that H. R. 5400 not be given favorable 
consideration by your committee. 

Advice has been received from the Bureau of the Budget that there would be 
no objection to the submission of this report to the committee. 

Sincerely yours, 
Sumner G. WHITTIER, 
Administrator. 
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VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington 25, D. C., April 9, 1958. 
Hon. Ouin E. TEacue, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 


Dear Mr. Teacue: This is the report you requested on H. R. 6576, 85th 
Congress, a bill to amend section 301 of the World War Veterans’ Act, 1924, to 
provide that certain term insurance held by World War I veterans shall be con- 
sidered as fully paid when the insured reaches the age of 63. It will also serve as a 
report on H. R. 7309 and H. R. 7364 which provide that such insurance shall be 
considered as fully paid when the insured reaches age 65. 

The bills provide that each policy of United States Government life insurance 
on the 5-year level premium term plan, and each policy of yearly renewable term 
insurance, which is in force on or after the date the insured attains age 63 (or 65, 
depending on the bill), or on or after the date of enactment, whichever date last 
occurs, shall remain in force without any premium being paid. As United States 
Government life insurance was available to any person in the active service until 
October 8, 1940, the bills would not be limited to term insurance “held by World 
War I veterans,” as indicated in the title. 

Under the World War Veterans’ Act, 1924, as amended, with certain limited 
exceptions, all yearly renewable term insurance ceased on July 2, 1927. At the 
present time no yearly renewable term insurance is in force on a premium-paying 
basis. Hence, it is not clear why the bills refer to such insurance. 

The fundamental principle upon which any plan of insurance is based is that the 
premiums paid, together with interest earned thereon, must provide sufficient 
reserves to pay all losses over the period covered by the contract. The amounts 
in excess of the current cost of protection contributed by each insured member 
under a limited-payment life plan, for example, are in the nature of prepayments 
for protection to be furnished in the future. Premiums charged for insurance 
under the 5-year level-premium term plan, however, cover only the cost of the 
protection furnished over a 5-year period. Therefore, no reserve is accumulated 
other than that which is temporarily built up for the leveling of the term pre- 
miums over the 5-year period and which is exhausted at the end of each period. 
Hence, the cost of protection furnished under term insurance is always approxi- 
mately equal to the premiums received. 

Based on the same age at issue, all holders of permanent plan policies pay higher 
yearly premiums than the holders of 5-year term policies. Some permanent 
plan policyholders have already fully paid for their policies. Others with 20- 
payment life, 20-year endowment, 30-payment life, 30-year endowment, and 
endowment at age 65 policies will pay the high premiums to the end of their 
premium-paying period. This period in many cases will extend well beyond 
age 63 or age 65. Further, the holders of ordinary life policies will be required to 
continue the payment of higher premiums for the remainder of their lives. 

It is therefore apparent that the bills are highly discriminatory against perma- 
nent plan policyholders who have attained or will attain the age of 63 (or 65, 
depending on the bill). Such policyholders would not be relieved from payment 
of future premiums on their insurance nor would they be refunded that portion 
of permanent plan premiums paid in excess of what they would have paid had they 
continued 5-year level premium term protection. 

United States Government life insurance is operated as mutual life insurance 
organized on the level premium, legal reserve basis. All premiums paid on such 
insurance and all interest earned thereon are covered into the United States 
Government life insurance fund; all liabilities except administrative costs and 
claims traceable to the extra hazard of military or naval service are borne by such 
fund. The fund belongs to the policyholders and is administered by the Govern- 
ment as trustee for the sole benefit of the policyholders and their beneficiaries. 

The bills do not specifically provide for funds to pay the cost of the proposed 
benefits. In the absence of such a provision, that cost presumably aa have to 
be borne by the United States Government life insurance fund. Although this 
fund belongs to both the term and permanent plan policyholders, payment of 
benefits therefrom to term policyholders in excess of their proportionate contribu- 
tion would jeopardize the dividends of the permanent plan policyholders. This 
would be a violation of the principles of equity on which mutual life insurance is 
founded, i. e., that the cost of any benefit paid be borne, insofar as possible, by 
the policyholder himself. 
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Beginning with the calendar year 1957 the payment of dividends was resumed 
on 5-year level premium term policies. The current dividend payable is about 25 
percent of the premium cost of the term policies. While this substantially miti- 
gates the high premium charges at the older ages, it would not be possible to 
charge the entire cost of the benefits proposed by these bills to the term policy- 
holders even by completely wiping out their dividends. Hence, as previously 
indicated, the additional cost of the bills would be chargeable against future 
dividends of permanent plan policyholders who would not be eligible for any 
benefits under the bills. 

There are now approximately 18,000 policyholders with United States Govern- 
ment 5-year level premium term insurance. Of this group, about 9,000 would 
presumably qualify for the benefits of H. R. 6576. The remainder, of course, 
would become eligible as they attain the age of 63. If H. R. 6576 were enacted 
immediately, the estimated total cost would be approximately $114 million. 
The cost for the first 5 years is estimated as follows: 


Year: Cost 
Tn Ns et at ae oso iteacensl ote i £56k vedas koa dike tise eid $3, 300, 000 
Oe a i oer ae Sa to pte desecrated ~ kb aiethans, c 
BS ie ts tc ik eis ett: hw a eee: eae teat em ee 4, 300, 000 
ET rice ters, ik ii st id a henacensit vcpactiaaate tata ie cckcagmda ead clei ane 4, 800, 000 
SONU sve isda sat te ea vices ead a ginko ieee cl Gace aetna ace Eee 5, 300, 000 


If H. R. 7309 or H. R. 7364 were enacted, the estimated total cost would be 
somewhat less (approximately $109 million) with proportionate reductions in the 
cost for the first 5 years. 

Enactment of one of these bills would establish a precedent for the enactment 
of similar legislation with respect to term policies of national service life insurance 
which number approximately 3,200,000 at the present time. 

Because of the adverse effect which the enactment of such a bill would have 
upon the United States Government life insurance fund, and for the other reasons 
stated, I recommend against favorable consideration of the bills by your 
committee. 

Advice has been received from the Bureau of the Budget that the enactment of 
the proposed legislation would not be in accord with the program of the President. 

Sincerely yours, 
SuMNER G. WHITTIER, 
Administrator. 


VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington D. C., April 9, 1958. 
Hon. Ourn E. TEAGUE, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington D. C. 


Dear Mr. Teaaue: The following comments are furnished, as requested, 
concerning H. R. 920, H. R. 1275, H. R. 2210, H. R. 5644, H. R. 6003, 
H. R. 6149, and H. R. 6639, 85th Congress, substantially identical bills entitled 
“A bill to provide a 1-year period during which certain veterans may be granted 
national service life insurance.” 

Section 1 of the bills, if enacted, would restore for 1 year the eligibility (in 
effect prior to April 25, 1951) of persons who had active service between October 8, 
1940, and September 2, 1945, both dates inclusive, to apply for and, upon a 
showing of good health, to be granted insurance under seetion 602 (c) (2) of the 
National Service Life Insurance Act of 1940, as amended. 

Section 2 of the bills, if enacted, would provide a 1-year period during which 
persons discharged or separated from the active service on and after April 25, 
1951, and prior to the date of enactment, could apply for and be granted service- 
disabled veterans insurance under section 620 of the National Service Life Insur- 
ance Act of 1940, as amended. Further, it would provide a 1-year period durin 
which persons separated from the active service on and after April 25, 1951, an 
prior to January 1, 1957, could apply for and, if in good health, be granted veterans 
special term insurance under section 621 of the act. 

The right to apply for and be granted national service life insurance was 
originally limited to persons in the active service on or after October 8, 1940. 
Public Law 589, 79th Congress, approved August 1, 1946, among other things, 
amended the National Service Life Insurance Act to provide that any individual 
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who had active service between October 8, 1940, and September 2, 1945, both 
dates inclusive, could be granted such insurance upon application, payment of 
premiums and, with the exception of certain service-disabled persons who applied 
_ to January 1, 1950, a showing of good health at the time of application. 

his continued to be the law up to April 25, 1951, at which time the authority 
to issue insurance to persons in the active service and to persons who served during 
the indicated period was terminated by Public Law 23, 82d Congress. 

Public Law 23, 82d Congress (Servicemen’s Indemnity Act of 1951 and Insur- 
ance Act of 1951), among other things, provided for the payment of a maximum 
of $10,000 free automatic servicemen’s indemnity for death in active service, 
and for the issue of nonparticipating national service life insurance to persons 
discharged on or after April 25, 1951. The new postservice insurance was 
available totwo groups. Five-year term insurance (under sec. 621) was authorized 
for persons who applied therefor after April 25, 1951, within 120 days after 
discharge from active service, and insurance on term and permanent plans (under 
sec. 620) was provided for persons with a service-connected disability who apply 
therefor within 1 year from the date service connection is determined by the 
Veterans’ Administration. One of the reasons advanced by the Congress for 
the enactment of Public Law 23 was the desire to remove the Government from 
the life-insurance business as far as practicable. 

The question of the extent to which the Government should issue life insurance 
to persons after discharge from military service was also considered by the 84th 
Congress. After extensive studies and hearings Public Law 881 was enacted. 
That law, effective January 1, 1957, consolidated the free $10,000 servicemen’s 
indemnity program and the death compensation program into a new death benefit 
program (dependency and indemnity compensation), terminated authority to 
issue postservice term insurance under section 621 of the National Service Life 
Insurance Act, and limited the initial issue of postservice insurance to the service- 
connected disabled (under sec. 620). 

Persons who served between October 8, 1940, and September 2, 1945, had 
more than 4 years within which to apply for national service life insurance after 
service, in addition to the right to apply at any time during their active service. 
Further, those persons who were in the active service prior to April 25, 1951, 
were also eligible to apply for insurance while in such service. Persons separated 
from service after April 25, 1951, who have a service-connected disability have 
had and will continue to have under existing law a period of 1 year from the date 
service connection is determined by the Veterans’ Administration within which 
to apply for section 620 insurance. Other persons eligible under section 2 of the 
bills (except those discharged less than 120 days prior to January 1, 1957) had a 
period of 120 days from separation within which to apply for section 621 insurance. 

Under the National Service Life Insurance Act the United States bears the 
costs of administration, and also the excess mortality cost, the cost of waiver of 
premiums, and the cost of total disability income benefits payable on account 
of total disability, traceable to the extra hazard of military or naval service. 

In addition to the cost of administration, the cost to the Government of section 
1 of the bills will be the amount of claims traceable to the extra hazard of service. 
It is impossible to estimate with any accuracy the number of policies that would 
be issued pursuant to the bills. If a nominal figure of 1 million policies with an 
average face amount of $6,500 is used, and it is assumed that 2 percent of future 
claims on such policies will be traceable to the extra hazard of service, this cost 
to the Government over the first 5 years succeeding enactment thereof would 
approximate $130,000 for the first year and $260,000 for each of the next 4 years, 
Proportionate adjustments of these figures would have to be made to the extent 
actual issues would differ from the nominal 1 million. 

The insurance authorized by section 2 of the bills is nonparticipating. All 
premiums and other collections are credited to the revolving funds established 
under section 620 (service-disabled veterans insurance fund) and section 621 
(veterans special term insurance fund) and payments on such insurance are 
made directly from such funds. 

The surplus in the veterans special term insurance fund (sec. 621) as of Decem- 
ber 31, 1957, amounted to $29,408,877. This surplus has resulted from the fact 
that the Commissioners 1941 Standard Ordinary Table of Mortality with interest 
at the rate of 2} percent per annum on which the premium rates for the section 
621 insurance are based, is not representative of current day mortality for insureds 
under that section. It is impossible to estimate with any accuracy the number 
of persons who would be issued section 621 insurance under section 2 of the bills. 
If it is assumed that the experience on such insurance would be at least as favor- 
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able as that under policies now in force, the gain from mortality would be about 
$16 per year per policy. If an arbitrary figure of 50,000 is taken as the number 
of policies that will be issued under the bills, the gain to the veterans special 
term insurance fund over the first 5 years succeeding enactment of the bills would 
be around $400,000 for the first year and $800,000 for each of the next 4 years, 

Current experience with the service disabled veterans insurance fund estab- 
lished under section 620 of the act indicates that the premiums paid and the 
interest earned thereon (based on the same mortality table and rate of interest 
as that provided under sec. 621 insurance) have been insufficient to meet the 
cost of such insurance. The Congress has appropriated to date $4.5 million to 
that fund which has been found necessary to pay claims over and above premiums 
collected. The experience on such policies written to date has been highly variable 
but the loss has averaged about $90 per policy per year. Since there are about 
30 section 621 policies in force for each section 620 policy in force, a figure of 
1,700 section 620 policies issued under the bills would correspond to the 50,000 
nominal figure used above for section 621 issues. A combining of the $90 per 
policy per year with the 1,700 figure leads to a nominal first year section 620 cost 
of $76,500 and subsequent annual cost of $153,000 for each of the next 4 years. 

On the basis of the nominal figures used above with respect to the number of 
new policies which might be issued, the additional administrative cost of any of 
the proposals, if enacted, is estimated to be approximately $3,600,000 the first 
year. This additional cost would inerease to about $3,800,000 over the second 
vear and then decrease to an annual amount of approximately $3 million in the 
fifth vear. 

The policy of the executive branch and the Congress in recent years has been 
to reduce, to the extent feasible, commercial-type activities of the Federal Govern- 
ment. In the field of Government insurance for servicemen and veterans, this 
panes has found expression in the enactment of Public Law 23 in 1951 and Public 

aw 881 in 1956. I am in accord with this policy and believe that the Govern- 

ment should not reopen an insurance program for nondisabled veterans who can 
readily purchase comparable coverage at reasonable rates from private companies. 
Accordingly, I do not recommend favorable consideration of the proposed legis- 
lation by your committee. 

Advice has been received from the Bureau of the Budget that the enactment 
of the proposed legislation would not be in accord with the program of the 
President. 

Sincerely yours, 
SuMNER G. WHITTIER, 
Administrator. 


Aprit 14, 1958. 
Hon. Ourn E. Teacus, 


Chairman Committee on Veterans’ Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. Teaaue: The following report on H. R. 11577, 85th Congress, is 
submitted at your request. 

The purpose of the bill is to amend the National Service Life Insurance Act of 
1940, as amended, to accomplish the following: 

(1) Increase from $5 to $10 per month for each $1,000 insurance in force 
the amount of total disability income protection which may be purchased by 
insureds; 

(2) Raise the delimiting age before which total disability must have com- 
menced in order to qualify for the income benefits from age 60 to age 65; 

(3) Provide for the first time for the addition of a total disability income 
rider to policies of insurance issued under section 621 of the act; and 

(4) Permit holders of policies with existing $5 total disability income 
riders who are in good health and otherwise qualify to surrender their $5 
rider and add the $10 provision to their policies. 

Under section 602 (v) of the National Service Life Insurance Act the Admin- 
istrator is authorized, upon application by the insured, proof of good health and 
payment of an extra premium, to include in the policy a provision whereby the 
insured, upon becoming totally disabled for a period of 6 consecutive months or 
more commencing after the date of his application and before attaining the age 
of 60 and while the payment of any premium is not in default, shall be paid 
monthly disability income benefits from the first day of the seventh consecutive 
month of and during the continuance of such total disability of $5 for each $1,000. 
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of such insurance in effect when the benefits become payable. The total disa- 
bility income rider may be added to any national service life-insurance policy ex- 
cept those issued under section 620 and section 621 of the act. 

The proposed increase in the amount of the total disability income benefit 
payable from $5 to $10 per month for each $1,000 insurance in force is in line 
with the current practice of commercial companies. On the other hand, the 
proposed extension of the delimiting age before which the qualifying total dis- 
ability must occur from age 60 to age 65 is contrary to commercial life-insurance 
practice. No major company underwrites total disability coverage for ages 
higher than age 60. Because of the unfavorable experience they have had with 
providing total disability income coverage at the older ages most companies limit 
such coverage to age 55. 

Age 60 is the delimiting age before which total disability must occur in order 
to qualify for waiver of premiums under section 602 (n) of the act. The bill by 
extending the delimiting age to age 65 for the payment of total disability income 
benefits would create a somewhat anomalous situation wherein an insured who 
became totally disabled after age 60 and before age 65 would be required to pay 
premiums on his insurance while at the same time he could be paid monthly in- 
come benefits for such disability under the rider. 

The Veterans’ Administration recommends against the extension of the de- 
limiting age under section 602 (v) to age 65 for the reasons indicated. However, 
if the committee determines to act favorably on such an extension the bill should 
be amended to include a provision for waiving the life-insurance premiums as well 
as the premiums on the rider during the total disability of the insured. There 
would be an increase in the premium cost for such waiver. 

As section 621 insurance is nonparticipating, the total disability rider author- 
ized by the bill for such insurance will also be nonparticipating. The bill should 
therefore be amended to make clear that premiums on the rider shall be placed 
in the revolving fund established under section 621 and all liabilities thereunder 
paid from such fund. Further, subsection 602 (v) (2) should be made inapplic- 
able to benefits on a rider contained in a section 621 policy. 

The bill, if enacted, will result in additional cost to the Government. The 
Government is obligated to bear the cost of administration of the insurance 
program and to assume the liability for the payment of the total disability income 
benefits for all disabilities traceable to the extra hazard of service. Since it is not 
known how many additional insureds would apply for the more liberal benefit 
provided under the bill no accurate estimate can be made of this additional cost. 
In the event of a future conflict or war the cost to the Government could be 
substantial. 

The Veterans’ Administration is unable to recommend favorable consideration 
of the bill in its present form. If the bill is amended to retain the existing delimit- 
ing age of 60, and to include the suggested technical changes, the Veterans’ 
Administration would not object to its favorable consideration by your committee. 

Advice has been received from the Bureau of the Budget that there would be 
no objection to the submission of this report to the committee. 

Sincerely yours, 
SumneER G. Wauurtier, Administrator. 


Aprit 14, 1958. 
Hon. Ouin E. TEaAGue, 


Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington, D. C. 


Dear Mr. Teacue: The following report on H. R. 11382 and H. R. 11383, 
85th Congress, is submitted at your request. 

H. R. 11382 proposes to amend section 621 of the National Service Life Insur- 
ance Act of 1940, as amended, to provide that term insurance issued thereunder 
may be converted to one of the permanent plan policies upon meeting conversion 
requirements. That bill would also authorize the use of the X-17 mortality 
table on and after January 1, 1959, thereby resulting in lower premium rates for 
such insurance. 

H. R. 11383 would also authorize conversion of section 621 term insurance 
and in addition would provide that on and after January 1, 1959, such insurance 
would be participating. A new permanent trust fund would be established and 
the assets and liabilities of the existing revolving fund in the Treasury would be 
transferred to the trust fund. 
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Section 621 insurance was issued between April 25, 1951, and January 1, 1957, 
if application therefor was made during such period and within 120 days after 
separation from service. This insurance was issued on the term plan only and 
cannot be converted to permanent plan insurance. Also, the insurance is non- 
participating, that is, no dividends are paid thereon. Public Law 881, 84th 
Congress, prohibited the further issue of section 621 insurance on and after 
January 1, 1957. Therefore the insureds who would be affected by the bills are 
a closed group. As of January 31, 1958, there were about 700,000 section 621 
policies in force with a face value of over $6.4 billion. 

Five-year level premium term insurance is not designed to afford insurance on 
a lifetime basis. Tt is designed to provide protection for short periods of time. 
At the younger ages of life, or even at the early middle ages, the increase in 
premiums at successive renewals is moderate and is generally absorbed without 
any difficulty on the part of the insured. At the later ages of life, the renewal 
premium increase becomes more and more substantial and its effect progressively 
more burdensome and to make matters worse this happens at a time when one’s 
earnings are reducing. It was to obviate these difficulties that level premium 
permanent plans of insurance were designed. Under these plans an insured pays 
a larger premium in the early years of life in order to be relieved of these burden- 
some increases in later life. he Veterans’ Administration has always caken the 
position that term insurance, while providing high temporary coverage at low 
cost, was never designed for lifetime coverage, and in its later stages is productive 
of disillusionment and hardship. 

The experience with the World War I group of term policyholders demonstrates 
the problems that will arise in the future if section 621 policyholders are not 
permitted to convert to permanent plan insurance. As the committee is aware, 
there are a number of bills now pending before it by means of which the Congress 
is being urged to relieve the World War I group from the payment of the high 
premium charges necessary to maintain their insurance in force at the advanced 
ages. The Veterans’ Administration report on such bills dated April 9, 1958, 
points out the problems and ramifications involved for the World War I group 
of about 18,000 term policyholders. On the other hand there are more than 
700,000 section 621 term policyholders who under existing law have no opportunity 
to convert their insurance and thus avoid burdensome premiums at the advanced 
ages. 

The current mortality experience on the section 621 nonparticipating insurance 
has resulted in a surplus as of December 31, 1957, of about $29 million. The 
reason for this surplus is thas the Commissioners 1941 Standard Ordinary Table 
of Mortality with interest at 244 percent per annum on which premium rates for 
this insurance are based is not representative of current day mortality. The 
X-17 table with interest at 3 percent per annum, which is provided by H. R. 
11382, would reduce the premium cost effective January 1, 1959, on both term and 

ermanent plan policies so that it would be more in line with current day mortality. 

‘he X-17 table appears to be conservative and contains margin sufficient for 
normal contingencies. For the committee’s information the Veterans’ Adminis- 
tration is submitting, for scheduled hearings on this and other insurance bills, a 
comparative table of annual premiums for section 621 insurance on the existing 
basis and on the proposed basis. 

We find from an analysis of these bills that there are certain technical and 
clarifying revisions that should be made if the committee acts favorably on 
either proposal. Representatives of the Veterans’ Administration will be glad 
to bring these matters to the attention of the committee counsel and cooperate 
with the staff in working out the necessary technical revisions. 

Cost of H. R. 11382.—The existing section 621 revolving fund in the Treasury 
does not belong to the policyholders and any gains therein after payment of 
liabilities will redound to the Government. If the bill is enacted the rate of 
surplus accretion to the revolving fund will be decreased approximately $9 mil- 
lion per year for the first 5 years following enactment. If it is assumed that as 
of January 1, 1959, approximately 700,000 policies will be affected and that 50 
percent of these policies will be converted to a permanent plan of insurance 
within the first 4 years following enactment, it is estimated that the additional 
administrative cost would be approximately $375,000 the first year, $150,000 the 
second year, and reducing to about $50,000 in the fourth year. There would 
probably be no additional cost thereafter. 

Cost of H. R. 11383.—Under this bill the assets and liabilities of the revolving 
fund would be transferred to the trust fund established therein and would belong 
to the policyholders. The accumulated surplus to be transferred as of January 1, 
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1959, would be about $42 million, and the gains, which but for the bill would 
redound to the Government, would average about $13 million per year for each 
of the next 5 years. Under the bill the Government will be liable for claims that 
are traceable to the extra hazard of military or naval service. If we assume the 
same out-of-service experience with section 621 insurance as we have had on the 
existing participating national service life insurance this additional cost to the 
Government under the bill would be about $300,000 per year for the next 5, 
years. Based upon the same assumptions that were made on H. R. 11382, it is 
estimated that the additional administrative cost of this bill, including payment 
of dividends, would be $376,800 the first year, $280,000 the second year, and 
gradually reducing to about $95,000 in the fifth year, 

The Veterans’ Administration favors authorizing conversion of section 621 
insurance to permanent plans. Further, in order to place the premium cost for 
such insurance on a more realistic and equitable basis it is believed desirable to 
authorize use of the X-17 table as proposed by H. R. 11382. As indicated, the 
downward adjustment of premium rates under such table will materially decrease 
the surplus accruing prospectively to the revolving fund in the Treasury. How- 
ever, under normal conditions there wil! be some further accretion to the fund 
each year. In order to clarify the law regarding disposition of the surplus the 
Veterans’ Administration recommends that H. R. 11382 be amended, by appro- 
priate language which can be supplied, to authorize the Administrator to transfer 
from the revolving fund to miscellaneous receipts in the Treasury such amounts 
as he may from time to time determine to be in excess of the sound actuarial 
requirements of the fund. 

We believe that H. R. 11382 is a reasonable and effective approach to the two 
problems now involved in this type of insurance, namely, nonconvertibility and 
higher premium rates than necessary. It is therefore recommended that H. R. 
11382, if amended as suggested, be favorably considered by your committee and 
that no further action be taken on H. R. 11383. 

The Bureau of the Budget has advised that it believes legislation authorizing 
conversion of section 621 insurance on a nonparticipating basis and with pre- 
miums fully adequate to meet all operating costs including mortality and interest 
contingencies to be a desirable objective. The Bureau of the Budget concurs 
with the Administrator of Veterans’ Affairs that H. R. 11382, if amended to pro- 
vide transfer of surplus to the general fund, conforms generally to this objective, 
but that H. R. 11383 does not meet these criteria. 

Sincerely yours, 
SuMNER G. WHITTIER, 
Administrator. 


Mr. AsprnaLi. We will now hear from Mr. Stone. Mr. Stone, 
again may I welcome you to these hearings. 


STATEMENT OF RALPH H. STONE, CHIEF INSURANCE DIRECTOR, 
DEPARTMENT OF INSURANCE, VETERANS’ ADMINISTRATION; 
ACCOMPANIED BY E. 0. GARDNER, DEPUTY CHIEF INSURANCE 
DIRECTOR; W. A. POISSANT, CHIEF ACTUARY; AND O. L. CLAY, 
INSURANCE COUNSEL 


Mr. Stone. Thank you, sir. I would like to present Mr. Gardner, 
Deputy Chief Insurance Director; Mr. Poissant, our Chief Actuary; 
Mr. O. L. Clay, from our Legal Branch. 

Mr. Chairman, members of the committee, it is a pleasure for me to 
furnish you a brief report of the activities of the Department of In- 
surance. Weare quite proud of our program and are pleased to inform 
others of our progress. 

I will not discuss historical developments. Rather, I will cover some 
of our program highlights during the past year or so, and also indicate 
what we hope to do in the near future. 
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VETERANS INSURANCE BILLS 3665: 


INTRODUCTION 


The United States Government through the Veterans’ Administra- 
tion as the administering agency, operates several insurance programs. 
The one which originated in World War I is known as United States 
Government life insurance (K); that which had its inception in 1940 
is called national service life insurance (V-participating), and the 
two systems established by the Servicemen’s Indemnity and Insurance 
Acts of 1951 are called veterans’ special term insurance (RS) and 
service-disabled veterans’ insurance (RH). The latter two systems 
are nonparticipating national service life insurance. 

Although Public Law 881 (Servicemen’s and Veterans’ Survivor 
Benefits Act) stopped the issue of new insurance on and after January 
1, 1957, for other than those having a service-connected disability 
(RH), but are otherwise insurable, we still have a considerable amount 


of business on the books. For example, as of the end of calendar year 
1957, the in-force figures reflect: 














| | | 
| U.S. Gov- | National Veterans’ Service-dis- 
| ernment | service life | special term | abled veter- 
| life insur- insurance insurance ans’ insur- 
ance (K) (V) } (RS) ance (RH) 
Number of policies (actual) - - ven ctiwee | 360, 782 5, 424, 950 | 706, 541 30, 327 
Amount of insurance (in thousands) -.-- | $1, 578, 165 $35, 614,787 | $6, 452, 836 $265, 995 
Average size policy......-...-...-.-. | $4, 374 $6, 565 | $9, 133 | $8, 771 


| 








PERSONNEL 


While the number of policies has remained relatively stable during 
the past 3 years, personnel required for servicing these contracts has 
been considerably reduced. The average annual cost to the Depart- 
ment of Insurance of servicing a policy now amounts to $3.75 per vear. 

Experience indicates that, barring unforeseen circumstances, such 
as new legislation or a drastic change in economic conditions, policies 
in force will decline at a rate of approximately 3 percent a year. 
Employment, on the other hand, will decline at about 9 percent a year. 

There is attached a chart covering a period from 1948 showing the 
downward trend in insurance personnel as compared to the basic work- 
load of policies in foree—exhibit 1. 

I would like to place exhibit 1 into the record. 

Mr. AsPpINALL. Without objection, it is so ordered. 

As I understand it that is largely because of the mechanization 
that has been brought into the operation of the insurance activity, 
is that right? 

Mr. Srone. Yes, sir; a great deal of it, better procedures, more 
experienced workers, and better trained people all the way through. 

Mr. TeaGue of California. This reduction of personnel has not 
resulted in a slowdown in the operation of handling the insurance, 
has it? 

Mr. Srone. No, sir. I was connected with the insurance work 
from 1945 until 1951 in the branch office and I have been astounded 
at the wonderful advancement that the insurance service has made 


during the period from 1951 to date. It is really remarkable work 
that has been performed. 
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Mr. AsprInaLL. As you make this reduction is it by the practice of 
not hiring new personnel when the old personnel leaves employment 
for some reason or do you have to let some people go? 

Mr. Sronz. Occasionally we find it necessary to have reduction 
in force actions but most of our reductions are handled by attrition. 
We have not had any r. i. f.’s for a long time, except this recent 
eonsqglidation that we had here in Washington. 


CONSOLIDATION 


The most recent consolidation was that completed on March 1, 
1958. At that time, the insurance center, Washington, D. C., was 
consolidated with the district office at Philadelphia, Pa. 

While annual savings of more than $200,000 will be realized, this 
was not the key factor which dictated the move. The decision to 
embark on an electronics program and to achieve the maximum 
possible benefits in terms of service to insureds, utilization of equip- 
ment, and ultimate savings were the primary reasons. These goals 
will be realized. 

Through advance planniag, training and overtime, we have man- 
aged to keep unduly large backlogs of insurance center work from 
accumulating at Philadelphia during the move. Work in all areas on 
United States Government life is now current and we can now give 
more attention to our allotment accounts. 

It is interesting to note that, although offers to transfer to Phila- 
delphia were made to virtually all of the 625 permanent employees, 
only 104 decided to move. A final tabulation of the effects of this 
consolidation reveals that: 


SIE RF IND bg one sie do's 06's cis ewan dein cb bbbiosw ded 104 
es eek bias ob hierigeeh donkey eh aude Sane 198 
Rw sr An tel boas dn mi ee i bo ihe ta tare da rons ms eh ws eo Mia dem Soma a alice 80 
OE DIE 6 ldire con Sen wn eed sncoberbecs penwe seems ccecenecnes 19 
Dianed in VA Oecws in Wastington. . 2 ow he kel 105 
PIED GION ai etc is dbp eee E LU eh buss od sw Uae 8 1119 

Nt eh eA then Miata te =o Sb aan team date adasieeas 625 


1 We are continuing our efforts to place these people and will continue to screen them for any vacant 
position opening up in the central office. 


The Administration has placed a freeze on so that people who were 
separated by reduction in force will have priority for positions to 
which they are eligible. We are picking up some of them every day. 


DIVIDENDS 


Judging from our correspondence load and the type of inquiries we 
receive, this is always a subject of much interest to our policyholders. 
I have summarized below some key information about our dividends. 

You may be interested in our special dividend for permanent plan 
United States Government life insurance policyholders. This will 
amount to approximately $32 million and will be paid during April 
and May of this year. Several releases have been issued to the public 
announcing this fact. 

The average annual premium paid in 1957 per $1,000 of United 
States Government life insurance amounts to $27.23. 
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The average annual dividend paid in 1957 per $1,000 of United 
States Government life insurance amounts to $11.87. 

The average annual premium paid in 1957 per $1,000 of national 
service life insurance amounts to $14.04. 

The average annual dividend paid in 1957 per $1,000 of national 
service life insurance amounts to $6.35. 

In 1957, dividends of $22.8 million were paid to United States 
Government life insurance policyholders, and $214.4 million to na- 
tional service life insurance holders. 

For 1958, dividends have been authorized in the amount of $22 
million (regular) and $32 million (special) for United States Govern- 
ment life insurance, and $240 million for national service life insurance. 

You may be interested in some additional information about our 
policyholders. For example: 








U. 8. Gov- National Veterans’ Service-dis- 
ernment life | service life | special term | abled vet- 
insurance insurance insurance | erans’ insur- 
(K) (V) (RS) ance (RH) 
Average attained age im 1957........-.....---... 59.9 36. 6 25.8 26.9 
Average death rate in 1957, per 1,000...........- 18.9 2.6 1.0 11.7 


NEW METHODS AND SYSTEMS 


Progress has been made in the past year and a half in the develop- 
ment of new or revised systems and in the conversion of manual to 
mechanical methods. Typical of what we have accomplished in 
these areas are the following examples: 


TRANSFER POSTING 


This new procedure provides for the mechanical recording of post- 
ing media to the premium record card. Test studies have proven 
satisfactory and the complete system is now being installed. In 
addition to realizing annual savings of approximately $300,000, work 
will flow more quickly and posting operations will be more accurate. 


MECHANIZATION OF LOAN AND LIEN ACCOUNTS 


A new procedure was developed which provided for the mechanical 
preparation of loan receipts and interest notices and punched card 
recording of liens. This replaced the existing addressograph pro- 
cedures and resulted in annual savings of $50,000. 


MECHANIZATION OF COLLECTIONS 


This system provides for the mechanical processing (in the Col- 
lections Units) of remittances received with paid-as-billed punched- 
card notices. This revised procedure has been installed, is operating 
successfully, and has resulted in savings of over $50,000. 


SIMPLIFYING LOAN VOUCHERING 


A streamlined procedure was developed for scheduling loans for 
checkwriting purposes, directly from a loan worksheet on which 
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amounts payable are calculated. This eliminated the preparation 
of individual typewritten policy-loan vouchers and resulted in savings 
of $20,000. 


it is our aim when a man asks for a loan to get the check to him 
within a week if possible. 


SIMPLIFICATION OF LAPSE PROCEDURES 





A new system involving the use of a three-part form in notifying 
insureds when policies lapse was installed. This has resulted in i 
improved service to the insured and monetary savings of approxi- : 
mately $50,000 per year. 

ELECTRONICS 


This is the major area of improvement on which we are now con- 
centrating. Much time and effort have gone into our initial feasibility 
study, aptitude testing, and selection of personnel. This has been 
completed. 

We found, as a result of our studies, that potential gross savings 
after complete conversion to electronic data processing would amount 
to more than $2 million each year. Additionally, under electronic 
data processing the incidence of operating errors will be reduced to 
a minimum. 

Our feasibility group prepared a detailed specification to be used by 
the manufacturers who were interested in bidding on the application 
of electronic data processing to the Department of Insurance. Eight 
of the sixteen bidders originally considered expressed interest in 
supplying the equipment. Their proposals were analyzed, discussions 
held with manufacturers’ representatives, and statistical and cost 
data compiled. 

It was determined after these studies that the IBM 705 system 
_would be best suited for our needs. Factors, such as cost, timeli- 
ness of delivery, servicing, and capacities, went into this consideration. 
An order has now been placed. The target date for the installation 
of this equipment (on a rental basis) has been advanced from May to 
March 1959. If these tentative plans hold firm, we will start the 
conversion to electronic data processing in May 1959. 

The site will be located at the Philadelphia district office. A work 
order has been placed with the General Services Administration, who 
are now engaged in contacting private architects. We are planning 
to have the site completed by December 1958 and certainly no later 
-than January 1959. Funds have been set aside for this purpose. 
The attached chart graphically depicts the additional cost which will 
be necessary for a time due to the installation of electronics and the 
savings which will be realized from the installation. 

Our employees have not been overlooked. We are keeping all of 
them advised, through our monthly publication DOINS, and all 
district-office letters, of new developments in electronic data process- 
‘ing. We have given electronic training to our central-office staff, 
and this month will give similar training to our Denver and St. Paul 

eople. 
y In January 1958 a recruiting tour was made of all our field stations 
to interview employees whose potential and aptitude for electronics 
had previously been tested and identified. Fourteen employees were 
selected for programer training and 9 successfully completed the 4-week 
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IBM course. These people are now working in the central office, 
charting our various systems, and translating our procedures into 
machine language. This will take about 16 months to complete. 

We are all enthused about electronics; there seem to be no bounda- 
ries to what it can do for us, those we serve, and the taxpayer. 

Mr. AspinaLu. Unless there is objection, the chart referred to will 
be made part of the record at the proper place. Hearing no objection, 
it is so ordered. 

I notice that possible additional expenditures are in the neighbor- 
hood of, as I read the chart, $5 million plus. Is that correct? 

Mr. Stoner. Additional expenditures? 

Mr. AspINAuu. Yes. 

Mr. Stone. No, sir. We anticipate the entire cost of the installation 
and getting it ready to be in the neighborhood of $750,000 to $1 
million. 

Mr. AspInALL. Would you explain the chart which is titled ‘‘Elec- 
tronic Data Processing Installation Costs and Savings’’? 

Mr. Stone. The cost without EDP is slightly under—Mr. Gardner 
has worked on this very much the last few years and will give you a 
quicker and easier understanding of the question than I can. 

Mr. Garpner. In the first quarter of fiseal 1959 you will note that 
the cost without EDP stands at about $4,750,000. The cost with 
EDP in that quarter stands at almost exactly $5 million. The 
cumulative total of that additional cost area which is shaded with 
vertical lines totals just a little over a million and a half dollars in 
actual figures. 

The checkered section of the chart, where you come below the cost 
without EDP line, totals the same as the vertical-line portion. That 
is the period during which we well reach a pay-out point. After that 
the savings will be net gain. 

Mr. Asprnauy, As I understand it, that is midyear 1960, is that 
correct? 

Mr. GarpNer. Yes, sir. We will begin to recover at the beginning 
of the third quarter of fiscal year 1960, which will be January 1960. 
We will have recovered the extra expenditures by the middle of the 
second quarter of fiscal year 1961. 

Mr. Asprnatu. That brings me to my last question. What will be 
the additional appropriations that will be required leading up to the 
installation? 

Mr. Garpner. As part of this cost we already have this year, in 
the fiscal year 1958 which ends next June 30, the site preparation which 
is running close to $300,000. You have to have very special quarters 
for this equipment, air-conditioned and humidity-controlled, et cetera. 
The remainder is in our pending appropriation for the fiscal year 1959. 
While that appropriation request shows a decrease from 1958 of some 
$2 million, it actually is a decrease under the old methods of a greater 
amount than that. We have budgeted for this additional cost. It is 
in the pending appropriation for the fiscal year 1959. 

Mr. AsprinaLut. When you get to fiscal 1960, 1961, and 1962, we 
can expect to see the decreases in your request for appropriations? 

Mr. Garpner. Yes, sir. 

Mr. Asprnauu. Thank you very much. 

Mr. Stone, you may continue. 

Mr. Stonn. You will note that decrease starts in 1960. 
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FUTURE PLANS 


Although the electronics picture is becoming more vivid, we are 
not standing idle. Savings and improved service can and will be 
realized. We are now working on many management and procedural 
areas which will assist us in realizing our defined purpose, ‘maximum 
service at minimum cost.” Typical of plans now on the drawing 
board are— 

New allotment accounting procedures. If successful, savings 
of $200,000 annually will be achieved. 

Conversion of death-award accounts to punchcards; savings of 
$50,000. 

Acceptance of premium payments received after expiration of 
grace period; savings not yet estimated. 

Synchronization of loan and policy anniversaries. No estimate 
of savings. 

Encouraging conversions where practical. 

Control of beneficiary designations. 

Statistical quality control and work measurement. 

Development of station evaluation standards. 

Net premium billing; to be tied in with EDP. 

Cancellation of unclaimed checks. 

Mechanization of USGLI records to permit punched-card 
billing. Estimated annual savings, $30,000. 

I hope that my brief report sketching the operations of progress of 
the Department of Insurance has furnished you with the background 
material that you requested. Thank you for the opportunity to 
appear before you. 

I would like to put a copy of our 1957 annual report, which is a 
most complete job, giving you practically all of the information that 
anyone could aseotte ever ask for, into the record. 

Also I would like to include the income and disbursements from 
1948 to 1957, a table that has been prepared, that is not attached to 
that sheet that you have there. 

Also the operating cost per policy, which has gone down consider- 
ably since 1948 from about over $7 or in 1949 nearly $10 down to 
about $3.75 as far as the Department of Insurance is concerned. 
There are other costs of course with the handling of claims and 
Treasury disbursing and we are not claiming the total cost is only 
that. 

Mr. Asprnauu. Unless there is objection, the 1957 annual report 
will be made a part of the record. Hearing no objection, it is so 
ordered. 

(The document referred to will be found beginning on p. 3703.) 

Mr. Asprnauu. Unless there is objection, the charts attached to 
Mr. Stone’s statement which have not already been placed in the 
record, exhibit 3, Department of Insurance operational summary, and 
exhibit 4, insurance in force end of year 1957, together with the data 
itemized under operating cost per policy and the income and disburse- 
ments 1948-57, will be made part of the record. Hearing no objec- 
tion, it is so ordered. 

(Exhibits 1, 2, 3, and 4, together with itemized data, are as follows:) 
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Exuisir 3.—Depariment of insurance—operational summary, fiscal years 1948-62 








| 
Operating) Employ- 

Fiseal year costs (in | ees Total 

millions) | NSLI, 

USGLI 

| 

I alk n=. ddd 7.5 17,645 | 6,619 

WD ci bccn nna svdedl 55.5 | 18,061 5, 968 

Sie bdbncacdnac. 55. 5 17, 432 6, 756 

i onus beans 52.3 | 15,809 6, 691 

ite. b....f05- 7.4 12, 609 7, 569 

Beh dn nnsaceativ= 41.5 11, 103 7, 299 

BE vcincenccdetions 7.2) 9,481} 6,681 

Se ares 30.1 | 7,620 6, 469 

1956. 3 . 26.6 | 6,128 6, 450 

he Bas 24.6 | 65,451 6, 507 

SEY bas dia incatinw shiaccnton 23.8} 4,720 | 6,467 
1959 ! é 22.2 4, 307 6, 242 | 

eee 21.1) 4,030)  5,90% 

BN Soi < 300-dagnueou. 19.6 | 3,656 | 5, 821 

RE 17.61 £941 «& 


1 Estimated. 
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Policies in force (in thousands) 





National service life insurance 
| 
USGLI 
(K) (N) and |(H) NSLI| (RS) (RH) 
(V) NSLIappropri-| special | service 
fund ation term | disabled | 
520 04009 ooccsene 
507 5, 458 3 
493 6, 257 6 
477 6, 205 9 
459 7,101 8 
439 6, 843 8 
423| 6,172 8 
408 | 5,813 | . 
392 | 5, 633 7 
375 5, 420 7 
364 5, 350 7 
349 | 5, 160 7 
335 | 4,944 7 
| 317 4, 810 7 
300 | 4, 684 | 7 
| 

















Source: Annual Reports of the Administrator for Veterans’ Affairs, Policy Exhibits of Insurance in 


Force, VA Statistical Summary. 


INSURANCE IN Force, Env or Year 1957 (USGLI, NSLD 


USGLI—Distribution by plan of total in force, end of year, 1957 







































































l i 
Number Amount | Number Amount 
6-year term........... 18, 967 $120, 506, 218 || Ending at 62_..........-. 9, 892 $48, 960, 855 
Ordinary life. ........- od 123, 367 627, 396, 246 Extended insurance. - -. -- 7, 894 14, 531, 080 
20-pay life_. _..| 158, 690 588, 169, 354 || Paid up....-........----- 3, 268 7, 231, 771 
SRS dlinwnisiy dentdene 23, 477 121, 944, 510 —-——_———_ 
20-year ending -_. - seis 11, 190 30, 628, 431 ee itknanxckcuwe 360, 782 | 1, 578, 165, 177 
30-year ending......._..- | 4, 037 18, 796, 712 
Number Amount 
Insurance in force with total disability income provision..._.............-..- 26,006 | $160, 200, 601 
Total disability income insurance issued during year_..................-.---- 836 7, 207, 000 
NSLI—Distribution by plan of total in force end of year, 1957 
oor oats . 

Number | Amount Number Amount 
siniiineninitintgiiiainimamcicdinaae aieiae a a <a 
). 13, 245, 353 | $24, 939, 237,000 || Ending at 65..........- 56, 615 $336, 941, 500 
J 4 gd eae | 438, 511 2, 618, 314, 500 || Extended insurance... 60, 710 208, 170, 470 
PI gis relat accel 974, 928 4, 272, 360,000 || Paid-up..............--| 2, 310 3, 071, 202 
30 pay life..............| 406, 588 2, 184, 451, 500 |} eae ensoseanietiepeenone 
20-year ending.......... 147, 149 545, 190, 000 Pi lanido tanta 15,424,950 | 35, 614, 787,172 
Ending at 60........... 92, 786 507, 051, 000 | 

| 
Number Amount 
Insurance in force with total disability income provision..................-.-- 81, 371 $628, 739, 000 
Total disability income nondisability insurance issued during year........-- 4, 139 34, 105, 500 
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Exhibit of insurance in force (RS and RH) for calendar year 1957 


eR 


RS insurance RH insurance : 
National service life insurance ; 
Number of | Face amount | Number of | Face amount ' 


policies of insurance policies | of insurance 





Distribution of insurance in force by plan: 


5-year term........- Se a a ata 706, 541 | $6, 452, 836, 500 17,152 | $160, 150, 000 
ee es lke cianadehecuiindaabdaene 3, 856 32, 769, 500 
a, Lat ei ealbbibebon tsdkubtibeiasamcia 4, 141 32, 129, 000 
30-payment life... ...._.......... Peebedateptnencnciehe ss ivaabiied dhlreccercind 3, 345 27, 641, 500 
EEE EEE SE EEE EE TSS ae 549 3, 025, 500 
2.2... 0. Uaabbatinansbacebuslsuudcuubdb. olabveias cnbaenedal 556 4, 452, 500 
ion iiarenh Auhns nechidbamsetawetditlnwks tule -dibdbeulho<nmedegh 433 3, 669, 500 
I OA, En chdbome<tuadiheekhbenontea 292 2, 155, 616 
I Be ged Moun sbcdginn MasadiiietincNediidibwe - akcdendl 3 1, 704 

i iixecindehs mnatcgliebiobiiennenpeitihions 706, 541 | 6, 452, 836, 500 30, 327 265, 994, 820 
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Operating costs per policy—Annual averages, fiscal years 1948-62 








Fiscal yvear— Fiscal year—Continued 
aa Safi sc aaa Be Pee. ct eS $4. 09 
BS iicsk ace PS ee 9. 30 OWE Se ate erlosees 3. 77 
1950____- AER semen 8. 21 1958 (estimate)__________- 3. 75 
es ke eS es 7. 82 1959 (estimate)__________. 3. 58 
eae aah ee a i 6. 26 1960 (estimate). __________ 3. 53 
1953__ __- é 5. 69 1961 (estimate). _________ 3. 37 
1954 __- ane Oe BO 1962 (estimate) _________ 3. 16 
7965... 1... 4. 63 
Income and disbursements, 1948-57 
{In millions of dollars] 
é Totalincome| Total dis- Disburse- 
Year (4 insurance | bursements | ments, serv- 
funds) (4 insurance icemen’s 
funds) indemnity 
<add eaeeestioa icles aia : -| : a 
1948. Sees ‘ (ease. $798.8 a 
1949___ apintdeetee es = ‘ ale a | 1, 122.7 444.7 
1950 * be 808.8 | 3, 138.8 
es. — aks Ss : et 890. 4 1, 021.0 |. : ; 
I esicnscin einen ncne ; ies ‘ 832.7 | 817.3 $6.6 
EE : ‘ nays eae - aol 791.8 797.8 11.8 
EE a hae <iety diet 779.8 750. 2 23.5 
1955_..-..------ --------------------------------- cee 804.9 657.3 27.1 
1956__. ..---------------- -ne=-- <== | 755. 0 | 645. 1 31.6 
1957. oo Se ys 801.6 | 685. 8 35.9 














Norte.—Income and disbursement for the 4 insurance funds are on calendar year basis. Disbursements 
servicemen’s indemnity is on fiscal year basis. 


Mr. Aspinatt. Thank you for your interesting and enlightening 
statement. Any questions, Mr. Teague? 

Mr. Tracue of California. No. 

Mr. Chairman, I would like to comment. If you will recall, we 
made trips to Philadelphia. I have been on those trips. Even 
though they were of short duration, I was impressed and am still 
impressed at the good job this Department is doing. 

Mr. Asprnautu. Mr. Mitchell, we are glad to welcome you. This is 
my first opportunity serving as your chairman. Nice to have you on 
this committee and have you here this morning. 

Mr. Mitcuety. Thank you, sir. It is a distinct privilege to serve 
on your subcommittee. I enjoyed it very much and have been in- 
formed by Mr. Stone’s statement. This is my first meeting of this 
particular subcommittee. 

I think just from the brief statement and outline you have given to 
the committee this morning that I feel free to commend the Depart- 
ment of Insurance for the most efficient manner it has been operated 
over the years. 

Just looking at reduction in number of employees and comparing 
that to the operating costs certainly reflects what this electronic era 
is doing. I could not let that pass without saying that there are some 
12,000 to 13,000 former employees who had to move into other areas. 
You are to be commended of course for reducing the operation of the 
Department. Just as a graphic illustration of what we must do in 
this country, we have to find other places for these former employees 
to go, other fields of endeavor. 

That is all, Mr. Chairman. 
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Mr. Stone. Thank you, Mr. Chairman. You will find about 
15,000 employees fewer now than there were in 1946 when there were 
around 20,000 against 4,000 now. 

Mr. AsprINnaLu. I would like to inquire if total cost of the Federal 
Government on this insurance program averages $3.75 per policy per 
year; is that correct? 

Mr. Stone. As far as the Department of Insurance. There are 
other costs involved; Department of Veterans’ Benefits handles the 
claims and the Treasury handles disbursing of the checks which is 
quite an item. Of course, the Department of Justice, Attorney 
General’s section, handles a ‘good deal of the legal. Also the General 
Counsel’s office for VA. This $3.75 is only the Department of Insur- 
ance for the operation, accounting, servicing. 

Mr. Asprnauu. Which is taken care of by direct appropriation——— 

Mr. Stone. Yes, sir. 

Mr. AsprnatL. From the Federal Government. The dividends 
then come from the earnings, solely from the earnings, and do not 
have to bear any of these costs of expenses of administration; is that 
correc t? 

Mr. Stone. That is right, sir. 

Mr. ASPINALL. In other words, any savings you make on these 
improved methods and additional mechanization of one kind or 
another lessens Uncle Sam’s cost of administration. 

Mr. Stone. Only the cost to the Government. 

Mr. Aspinauu. Do you have any appropriations or have you ever 
had any appropriations for research work to determine whether or 
not further savings are possible? 

Mr. Stone. None direct. You might say there have been appro- 
priations because we have a staff of people constantly working on 
procedures that have brought about savings. They are paid from 
appropriated funds. 

Mr. AspiINALL. Part of your general admiuistrative costs? 

Mr. Stone. Yes, sir. We have a ver ‘y valuable suggestion program 
that all our employees enter into. Every year we receive thousands 
of incentive suggestions that have proven very valuable. 

Mr. AsprnaLu. What I am trying to put in the record—and I hope 
I am getting it in the record—as far as these advances and improve- 
ments, you largely do it at your own risk, your own peril; is that 
correct? 

Mr. Stone. Yes, sir. 

Mr. AspinaLL. You are to be complimented. It is exceptional in 
this sort of operation. 

Any further questions? 

Mr. Mrrcuett. I would like to make this statement. I doubt if 
the chairman or Mr, Teague or Mr. Stone knows it. After being 
appointed to this committee the first official act I did was get my 
insurance reinstated. I was most happy to learn that after coming 
to Congress I still was insurable. That is all. 

Mr. Stone. Have you converted it yet? 

Mr. MircuHe.u. I converted in 1946. 

Mr. Asprnatt. We thank you and your staff very much. 

Mrs. Rogers has been unable to be here this morning because of 
attending the funeral of a friend. We hope she will be able to be 
here tomorrow. 
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We will now hear from our colleague, the Honorable Basil Whitener 
from North Carolina, former member of this committee. We are 
sorry to have him leave but he went to another committee and the 
committee has so much prominence and jurisdiction that he cannot 
belong to two. It is our hard luck. Nice to have you here. 


STATEMENT OF HON. BASIL L. WHITENER, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NORTH CAROLINA 


Mr. WuitTener. It is a pleasure to be here, Mr. Chairman. When 
I went to the Judiciary Committee, one of my chief regrets was that 
I was required under the rules to leave this committee. 

At the early part of the first session of this Congress I offered H. R. 
5400 and H. R. 5401. I think the comment of Judge Mitchell a 
moment ago about his own insurance experience is some supporting 
testimony for the position which I have taken in offering H. R. 5400. 

This bill would provide briefly and simply that before a policy of 
national service life insurance or United States Government life 
insurance could lapse there would have to be some notice to the 
insured as to how he could reinstate. 

Mr. Stone, in his statement, has indicated, I believe, that the 
Administrator is taking some notice of that problem and undertaking 
to work out a system which would accomplish the purpose of my bill. 
But it is my feeling that that should not be a matter of administrative 
policy. The administrative policy should be concerned with the 
method of notifying the insured rather than the right of the insured to 
have such notice. 

Judge Mitchell has mentioned his case. If we may talk in personal 
experiences, I was involved in a campaign for Congress and for some 
strange reason overlooked the fact that I had not paid my premiums. 
There was no notice to me from the VA about it, either of premiums 
being due or the lapse until after it was done. It happened the cam- 
paign was not such as to debilitate me to the extent I was not insurable 
so I was able to reinstate it. 

I know of another case in my own community—and no doubt there 
are many others over the country—where a veteran had had the same 
experience I had but unfortunately he had a heart attack between the 
time of the due date or the lapse date and the time of his learning that 
he bad not paid his premium. Now he is without insurance. 

This bill, to state it simply, would merely put the government life- 
insurance program on the same basis as insurance companies that I 
have any insurance with as far as their administrative procedures of 
notifying you that unless you pay your premium within 31 days that 
your policies lapse. 

To H. R. 5401 I understand that there could be reasonable objection 
to that proposal which would say that a person whose policy has 
lapsed would be able to reinstate it within a time fixed by the bill. 
Of course the date fixed in this bill would have to be changed because 
it says “January 1, 1958.”” It should be amended and another date 
set. 

It would just say that if a veteran is now insurable and permitted 
his policy to lapse, that he could reinstate it by ‘paying up his dues,”’ 
so to speak, paying the premiums which he would have paid over the 
years it was lapsed if he had kept it current. 
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My purpose in that proposal is not to cause a great deal of upset in 
the national service life insurance program. Perhaps those of us 
who have kept our insurance premiums paid, you might contend, 
would have some argument against showing this preference treatment 
to others but in my own observation there are many young men now 
who are veterans who came out of the war at a time when they were 
18 or 19 years of age and perhaps were entering school under the GI 
bill. They did not feel they needed at that time to keep their insur- 
ance policies. Perhaps they were not as mature as they ought to have 
been in connection with their insurance. Now some of those same 
young men are professional people and business people and working 
people with a couple of children and they are regretting very much 
that they did not have the vision to keep their insurance in force. 

I daresay that there are many of those who would get the money 
some way to bring themselves into a current status if they were per- 
mitted to do so. It would be a very fine opportunity for them to 
provide some security for their family which they were not willing or 
able to do at the time of discharge from the military service by reason 
of their failure to see just what the future might require of them. 

There is nothing further that I could think of that would shed any 
light on these bills. As we frequently say, they are “just little bills,” 
they are not hard to understand. I do not see how they could involve 
any great amount of expense to the Government but I do believe 
that both of these bills would afford a very salutary situation in our 
national insurance program. 

Mr. AsprnaLt. Thank you very much, Mr. Whitener. I suppose 
you have been advised the report from the Veterans’ Administration 
is not exactly favorable, not exactly unfavorable, but they point out 
the cost and also the additional volume of business if either of these 
bills went into effect. 

Mr. Wuitener. In that connection, it seems to me with all this 
electronic equipment Brother Stone has been oe about, they 
ought to be using it for something and H. R. 5400 will certainly not 
unduly burden the button pushers on the electronic machines. 

Mr. Asprnauu. I do not know whether the amount of cost was 
figured after the electronic system was installed or whether it was 
figured at the present procedure, but you will notice that I was very 
happy because they were making savings and there was possibility 
of further savings and that the cost to the Government was going to 
be less. I am not quite ready yet to spend that money because it is 
there to be spent. If you can answer that, all right; and if not, all 
right. Do you think these few veterans—by few I do not mean 
just 2 or 3, I mean a sizable number—are in such position that they 
have an equitable right to this additional expenditure that will be 
required to do what your bill proposes? I suppose you felt that or 
you would not have introduced the bill. I do not want to put -you 
on the spot that way. 

Mr. WuitrENeErR. You are not putting me on the spot. Let me say 
this about veterans’ benefits. I think folks can take any position 
their minds lead them to on these things. Perhaps you may say, 
“Wouldn’t a veteran such as I object to this consideration for those 
who let this policies lapse?’ I am a veteran. I received no GI 
funds. I have not borrowed any money under the GI loan provision. 
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I did not get my education under it, nor did I draw any “rocking 
chair money.” 

Mr. Asprnauu. The chairman is in the same position. 

Mr. Wuirener. I have paid my insurance premiums. I have 
paid a little bit of taxes to help these veterans who did get these 
other benefits which I did not get. I am not complaining about it. 

I think that if we want to be unwilling to extend a little assistance 
to these folks that we can take any attitude we want to take. But 
let me point this out to you: I do not think there was any appreciable 
number of people who were in World War II who were in the position 
I was in—having finished my college work, having been in my pro- 
fession for some time before going into the service, who were married 
and had families—who were ever foolish enough if they could possibly 
pay the premiums to let their insurance drop. 

I know other men in my profession and in the medical profession 
who volunteered or went into the service as mere boys, who are now 
without their insurance. They are now just as responsible in their 
thinking as any of us but at that time were immature and failed to 
protect their own interest and welfare. 

I do not see that it is unfair to me as a nonbenefited veteran, you 
might say, or to any other person in my position or any nonveteran to 
give these men an opportunity if they are willing to go out and raise 
the necessary funds to bring themselves into a current status to let 
them have this one benefit under their GI program. 

Mr. Asprnatu. Thank you very much. 

Any questions, Mr. Teague? 

Mr. Teaaue of California. No questions. 

Mr. Asprnatu. Mr. Mitchell? 

Mr. Mircueu. No. 

Mr. Wuirener. I would like to express my appreciation for the 
hearing. I do not believe the enactment of either of these bills will 
cure the recession nor do | think they will bankrupt the Government. 

Mr. Asprinauu. Unless there is objection, statement of Congress- 
man Hugh Scott, the gentleman from Pennsylvania, on H. R. 6003; 
statement of the Honorable James B. Utt, the gentleman from Cali- 
fornia, on H. R. 9242; statement of the Honorable William J. Green, 
Jr., the gentleman from Pennsylvania, on H. R. 6149; statement of 
the Honorable Thomas J. Lane, gentleman from Massachusetts, on 
H. R. 7364, will be made part of the record. 

Unless there is objection, additional statements by Members of 
Congress on any of these particular bills before this committee will be 
made part of the record at this point. Hearing no objection, it is so 
ordered. 

(The statements above referred to follow: ) 





STATEMENT OF REPRESENTATIVE HuGu Scott on H. R. 6003 


The purpose of H. R. 6003 is to provide for a 1-year period during which certain 
veterans may be granted national service life insurance. 

The passage of this legislation would be of potential benefit to approximately 
14 million eligible veterans. Many veterans upon being released from service 
after World War II did not fully appreciate the value of retaining the insurance 
they had taken out while on active service. These same veterans are now married 
and have family obligations. 

H. R. 6003 further provides that any veterans desiring to apply for this insur- 
‘ance who have been separated from the service must submit evidence satisfactory 
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to the Administrator of Veterans’ Affairs that they are in good health at the time 
of such application. 

This bill has received the strong support of veterans’ groups and I urge that the 
committee give favorable consideration to this measure. 





STATEMENT BY THE HONORABLE JAMES B, Utt In rE H, R. 9242, Aprin 14, 1958 


Mr. Chairman and members of the committee, I appreciate this opportunity to 
present my views in regard to H. R. 9242, introduced by me on April 13, 1957. 

The bill, if enacted, would amend the Veterans’ Benefits Act of 1957 to permit 
veterans to assign their United States Government life insurance policies and 
national service life insurance policies as collateral for certain loans. 

If a lending agency carries insurance on the lives of its borrowers such that, if 
the borrower shall die or become totally and permanently disabled prior to the 
discharge of his obligation to the lending agency, the insurance company will then 
yay the outstanding balance of the obligation, together with accrued interest. 
Under such conditions, if permitted, a United States Government life insurance 
policy or a national service life insurance policy could be assigned by veterans as 
collateral for a loan made by any lending institution which has such loan pro- 
tection in favor of its borrowers. The value of permitting assignment of these 
policies as collateral would be immeasurable to the veterans. 

Credit unions, as an example, carry loan protection insurance and have quite 
a few loans collateralized by assignments of insurance policies issued by com- 
mercial companies. The owners, and particularly the beneficiaries of these poli- 
cies, feel they are better off to borrow from the credit union and use the policy as 
collateral, in most cases at a higher rate of interest, rather than to borrow from 
the company direct against the policy, because the insurance-protected loan does 
not place the policy in jeopardy in the event of the death of the borrower. 

I do, as I stated above, feel that the benefit to the veteran, in being permitted 
to assign these policies as collateral, would be immeasurable, and I sincerely hope 
the committee will take favorable action on this bill. 


Wi.LuiAM J. GREEN, JR., oF PENNSYLVANIA, H. R. 6149 
’ , 


Mr. Chairman, I appreciate very much being given the opportunity to appear 
before your subcommittee in connection with your consideration of H. R. 6149, 
which I introduced on March 19, 1957. 

My bill would reopen for the limited period of 1 year the privilege of purchasing 
national service life insurance. I nave noted that five other identical bills seek 
this objective. From conversations with members other than those who have 
formally proposed this, I have learned that they too believe the privilege should 
be accorded. 

The limited restoration of the right to contract for this insurance would benefit 
veterans of World War II and the Korean conflict who had failed to continue their 
insurance or did not avail themselves of the opportunity they had to obtain it. 
It would be required that they satisfy the Veterans’ Administration of their good 
nealth before insurance would be issued upon their applications, except as to 
veterans of the Korean conflict whose insurability has been impaired by service- 
connected disability. 

The privilege accorded World War II veterans to obtain the insurance was 
terminated rather abruptly April 25, 1951, by Public Law 23 of the 82d Congress. 
This was at a time when large numbers of them were just about reestablished in 
civilian life at a point where they were again in position to carry the insurance 
which, unfortunately, they had permitted to lapse following discharge. Many 
of these veterans and members of their families, who are my constituents, have 


‘told me that they had counted on the right Congress had given to obtain the 


insurance. They look to me to do what I can to get them a chance to obtain 
national service life insurance through action by the Congress which they feel 
would discharge an obligation it had voluntarily assumed and then disavowed. 
This is the reason for the proposal I make in the first section of H. R. 6149. 
I am mindful that there would be thousands of World War II veterans similarly 


situated throughout the Nation who would benefit through approval of ‘this 
measure. 
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As to the second section of this bill, which concerns national service life insurance 
programs Congress established for veterans of the Korean conflict, there is ample 
justification for the proposal I make on their behalf. In the act of April 25, 1951, 
which I have mentioned, Congress provided gratuitous servicemen’s indemnity 
coverage in lieu of contract insurance for members of the Armed Forces and 
established for veterans who had the coverage in service two national service life 
insurance programs, the veterans’ special term insurance and the service-disabled 
veterans’ insurance, for which they could apply after release from active service. 

Application for the first type had to be made to the Veterans’ Administration 
within 120 days after separation from such active service or it could not be issued. 
Application for the second type must have been made to the same agency within 
1 year from the date service connection was established for a disability which 
caused the veteran to be a substandard insurance risk. 

I am informed that there were in force at the close of 1957 a total of 706,541 
veterans’ special term insurance policies and 30,327 service-disabled veterans’ 
insurance policies. Considering that there are over 5 million veterans of the 
Korean conflict, it is evident that too few took advantage of their right to obtain 
this insurance. For those who are impaired insurance risks, giving them a 
further opportunity to get the insurance would prove a boon for they would be 
required to pay a higher than normal premium for life insurance from a com- 
mercial company or could be rejected. 

Many of my constituents have complained that they were not properly in- 
formed, some deny being informed, that the insurance was available. Many 
have said that the limited 120-day period for application after release from 
several years’ active service did not give them time enough. They needed to get 
on their feet in civilian life but are now and do want to get this insurance for the 
protection of their families. The service disabled say they failed to realize 
how much the insurance would mean to them. Many also deny that they were 
adequately informed of their rights. 

I ask favorable consideration of my bill. Thank you. 


STATEMENT OF CONGRESSMAN THOMAS J. LANE ON THE Britt To Give Paip-up 
Pouicires at 65 to Wortp War I VETERANS CovEeRED BY TERM INSURANCE 


(H. R. 7364, a bill to provide matured insured policies to veterans of World War I) 


Mr. Chairman, life-insurance funds are kept solvent by an actuarial formula 
requiring that, as a policyholder becomes older and the mortality rate of his age 
group increases, he shall pay successively higher premiums. 

This is sound from the viewpoint of the trust funds. It works in reverse, how- 
ever, from the experience of the policyholder. He pays a very small premium 
during his young and vigorous years when job opportunities are plentiful. When 
he reaches the retirement age of 65, and employers for various reasons are re- 
luctant to hire him, his premiums increase at a steep rate. 

If he retires at 65 on a fixed pension, and lives for 10, 15, or 20 years after, he 
does not have the income to match the swollen premiums that he is required to 
pay. In many cases he is forced to surrender his insurance, and lose the protec- 
tion he has paid for, and counted on, during his younger years. 

This is the cause of considerable hardship and worry for our older veterans. 
It bears most heavily upon them and with increasing pressure during the late 
years when their ability to earn a living has declined or ceased, and their sole 
source of income is a small pension that does not increase with age. 

This disparity exposes a serious defect in our United States Government life 
insurance, and national service life insurance systems. 

We recognize that it cannot be solved within the framework of a conventional 
trust fund. We propose therefore, that the extra cost entailed by suspending all 
future premium payments on term policies after the insured reaches the age of 
65, shall be borne by the Government through the medium of congressional 
appropriations. 

To hold this cost in line, it is proposed to suspend all dividend payments on 
USGLI term policies after the paid-up age, and to suspend dividends on NSLI 
term policies during the premium-paying period prior to 65, with the condition 
that the dividend accumulation will be paid at death or withdrawal prior to that 
age. 

You will notice that my bill is limited to veterans of World WarI. Estimates 
as total costs, embracing in addition, the larger number of World War II, and 
Korean veterans holding short-term policies, would average less than $200 
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million a year, with the greater part of the cost concentrated in the years from 
1985 on, as the veterans of World War II reach the age of 65, followed by the 
Korean veterans. 

As my bill is confined to the veterans of World War I, it will drastically reduce 
those projected costs. According to rough estimates, the surviving veterans of 
World War I should ali, or nearly all, have reached the age of 65 by the year 1965. 
The total cost of appropriations to pay up the NSLI premiums of those reaching 
65 would be nearly $30 million, spread over the years from 1958 to 1965. An 
additional but somewhat lesser amount would pay up all USGLI policies for 
World War I veterans. 

For both, this would average out to about $7 million a year over the next 7 
years to pay up at 65, all outstanding policies of World War I veterans. 

I believe that H. R. 7364 is reasonable as to costs; that it will remedy an in- 
equity affecting veterans of World War I who have faithfully paid premiums on 
their insurance for many years; and that it will provide relief for veterans who 
simply cannot pay the huge monthly premiums that are presently required to 
keep their policies in effect during old age. 

It would be heartening proof of the way in which the United States keeps faith 
with its old soldiers, by paying up and protecting their insurance policies during 
the longer life span and the economic problems attending it, that could not be 
anticipated 40 years ago. 





STATEMENT oF Hon. Jamie L. Wuirren, A MEMBER oF CONGRESS FROM THE 
STaTE OF MIssIssIPPt 


Mr. Wuirren. Mr. Chairman and members of the committee, I appreciate 
this opportunity to appear before you to urge necessary changes, in the present 
veterans’ insurance law, which I believe would be of great benefit to a number 
of veterans. After studying the many insurance problems which have arisen, 
I believe this committee will take action to alleviate many problems which 
veterans have been having with their national life and other veterans’ insurance 
laws. In many cases what is happening to the veteran is much more to his 
disadvantage than would be permitted under regular insurance laws of the 
various States. 

I have introduced H. R. 3262 and H. R. 3265, which would do much to correct 
the present unnecessary hardships imposed in individual cases and do much to 
give proper solutions to the many problems that exist. I have a number of 
eases in my files with regard to servicemen who had been carrying Government 
insurance and for one reason or another had allowed the insurance to lapse. 
Doubtless it may be said that in some cases the veteran could have been more 
diligent himself. In many other instances, however, it was entirely unavoidable 
because of changing address, moving from one post office service to another, 
and having notification not only delayed somewhat but in some instances notice 
was. never received by the veteran. The Veterans’ Administration has refused 
relief. 

I would like to bring to your attention one instance where application for 
renewal was sent by the Veterans’ Administration. The veteran did not receive 
it. He tendered his regular monthly payment of $6.50 but the notice which the 
veteran did not receive for the new term announced an increase in payment to 
$6.90. This veteran was advised that since he did not tender the full amount 
of payment his policy had lapsed. There are many similar cases. 

n another instance, a premium was due on April 10. The veteran mailed in 
the premium. His letter was postmarked April 10; but the Veterans’ Adminis- 
tration canceled his policy because his letter was not postmarked prior to 12 
o’clock on April 9. In my opinion that is drawing the line too fine. These 
men are veterans. Other veterans would not wish these individuals to be thus 
penalized. The VA says that to correct these unreasonable interpretations would 
endanger the fund. I would like to bring to your attention that the VA in 1948 
had a total of $2,800,000 in dividends to be paid, $2,738,000 of which were issued. 
In 1951 they had $685 million, reduced to $645 million because of premiums 
waived, of which $639 million was issued. In 1952 the VA had $200 million, 
of which $145 million was issued and for 1953 they have a total of $180 million 
to be paid in dividends, and if continued in the same manner it will run into 
billions. I may say that these dividends were made partially at the expense of 
these veterans of whom I have been speaking. 

In this bill I propose that the veteran shall have 1 year in which to renew and 
get his insurance matters straightened out. In other cases, and I am sure each 
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member has run into this problem, under Public Law No. 23 applications for 
renewal of insurance would not be accepted after April 25, 1951; but where 
many veterans did not know of the change and by reason of such lack of knowledge 
their insurance lapsed, the veterans were prohibited under the law from applying 
for renewal of the insurance. 

I have also been contacted with regard to veterans who had been drawing 
disability and obtained waivers of premium for total and permanent disability. 
Upon review the disability was decreased to a degree that the Insurance Division 
of the Veterans Administration stated the veteran was gainfully employed and 
therefore was not entitled to waiver of premium. It is my belief a veteran who 
has service-connected disability, regardless of the amount of disability, should be 
given waiver of premium. In one instance where the veteran was totally disabled 
he was required to pay his premium. His term insurance ran out and he applied 
for renewal, which was granted. However, he made a statement that he was in 
as good physical shape as he had been. After his renewal was accepted the 
veteran died, and the VA on checking found that the serviceman had been hos- 
pitalized twice. His statement on application for renewal being determined as 
untrue the VA advised the deceased veteran’s beneficiaries they were not entitled 
to insurance. 

It is my belief that when any serviceman has disability of as much as 30 percent 
he should be entitled without question to waiver of premium on his service insur- 
ance. I might also state that it appears that the Government is not losing any 
money on the different service insurance programs now in effect, since they are 
paying a big dividend each year. It is my belief the insurance laws of the Vet- 
erans’ Administration should be so written as to make it easier for veterans to 
carry this insurance. I would also suggest that consideration be given to provid- 
ing for a set premium on insurance policies for veterans who have reached a certain 
age, possibly 50. I would also suggest that premiums be stabilized and renewals 
not be necessary after such age has been reached. 

The veteran insurance program is so set up at this time that those who are 
financially able are in condition to convert and pay up their insurance. But the 
great majority of veterans who desire to carry this insurance are not financially 
able to convert; and it is my position that they are entitled to consideration 
toward having opportunity to renew and carry their term insurance at a rate that 
can be afforded. 

I trust this committee will report out a bill that will assist in relieving the 
veterans from the hardship imposed by Public Law No. 23, 1951. To follow 
the present strict interpretation is to go contrary to the intent of Congress. The 
Congress has been very fair in passing legislation, I think; but by interpretation 
with regard to individual veterans the decisions are harder than those of a granite- 
faced banker, and there is no necessity for it. 


StaTeMENT or Horace Seety-Brown, Jr., MEMBER OF CoNGREsS, SECOND 
Connecticut District, In Support or H. R. 2192 


Mr. Chairman, I appreciate very much being given the opportunity to appear 
before your committee in connection with your consideration of legislation on 
the subject of insurance. I am particularly pleased that in conjunction with such 
hearings you are giving consideration to the bill, H. R. 2192, which I introduced 
on January 7, 1957. 

The provisions of the bill which I introduced would be applicable not only to 
several of my own constituents, but also to many others who find themselves in 
similar circumstances. It would extend the gratuitous insurance benefits granted 
by subsection 602 (d) of the National Service Life Insurance Act of 1940, as 
amended—if a claim is filed within 2 years after the date of enactment of the act— 
to the nondependent mother or father of the insured, if living, if no widow, 
widower, child or dependent mother or father is entitled to the benefits. 

Changing times during the past number of years have been the basis for enlarg- 
ing in some instances, and changing in other instances, the programs of insurance 
for service men and women. One aspect of this subject, however, has remained 
unchanged over the years, namely, our Nation’s determination that members 
of the Armed Forces be provided the opportunity to have adequate life insur- 
ance. Recognition of this fact by the Congress resulted in extending gra- 
tuitous insurance benefits and privileges to many of our World War II service 
personnel who were unable to comply with the prerequisites necessary for the 
granting of insurance by reason of extended duty in the North Atlantic, Hawaii, 
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the Philippines, and other outlying bases. Many Armed Forces personnel failed 
or neglected to apply for such insurance in the expectation that their service 
would be peacetime service only. By reason of the suddenness with which war 
was thrust upon us, they did not have sufficient time to apply for such insurance 

rior to engaging in combat. Notwithstanding the fact that insurance had not 
ina applied for, those individuals were deemed to have applied for and to have 
been granted insurance as of the date of entry into active service or October 8, 
1940, whichever is later, in the sum of $5,000. A stipulation of the law covering 
the granting of such gratuitous insurance made parents eligible for payment only 
if the parents were dependent upon the insured. Due to the extreme youth of 
many of our armed service personnel at the time of entry into service, no oppor- 
tunity had presented itself prior to that time to establish the dependency of the 
parents. Under existing law, dependency of parents for insurance purposes must 
be established at time of death of the insured. 

In the cases of those individuals who had applied for and had been granted 
insurance, if the parents were named as beneficiaries, the beneficiaries were paid, 
upon the death of the insured, notwithstanding dependency. It is only logical 
to assume that in the case of an unmarried individual, if the serviceman applied 
for insurance and made payments therefor, he would have designated his parents 
as beneficiaries. 

In the case of an individual who had been issued a policy, and if no beneficiary 
was designated by the insured, or if the beneficiary predeceased the insured, the 
sum of the policy was paid to the estate. 

Under more recent enactments, servicemen were covered by free indemnity 
insurance, and eligible relatives were paid for a certain period of time if the 
individual died while in the service. 

In my opinion, the strongest argument for extension of gratuitous insurance 
benefits to nondependent. parents—in those cases where no widow, widower, child 
or dependent mother or father was entitled to the benefits—is the fact that those 
parents undoubtedly would have been designated as beneficiaries in the case of 
an unmarried member of the service. I do not believe that parents of World 
War II veterans should be penalized and be ineligible to receive gratuitous insur- 
ance simply because of the fact that the serviceman did not have the opportunity 
to name them as beneficiaries on a policy. If the serviceman had been issued{a 
policy, but had not designated a beneficiary, the sum of the policy was paid to 
his estate. The parents, whether dependent or not, under such circumstances 
benefited from the payment of the amount of the policy. 

Because of my strong feelings with regard to this matter, I introduced H. R. 2192 
in order to correct what I consider to be an inequity in the law. 

I respectfully urge your serious consideration of the provisions of my bill, and 
hope you will give early and favorable consideration to it, or include its provisions 
in a general insurance measure, so the matter may be acted upon by the Congress 
prior to adjournment of the 85th Congress. 





STATEMENT oF Hon, Epna F. KeEwuiy In Support or H. R. 716 


Mr. Chairman, it is my hope that the Committee on Veterans’ Affairs will take 
favorable action on H. R. 716. 

Under section 621 of the National Service Life Insurance Act of 1940, as 
amended by the Insurance Act of 1951, an application for insurance must be 
filed within 120 days after separation from active service. The law makes no 
provision for the extension of time for filing applications for insurance under 
these provisions regardless of a veteran’s disability or any other extenuating 
circumstances. 

Under H. R. 716 the honorably discharged veteran, mentally incompetent 
at the time of his discharge, may apply for insurance within 1 year of the date 
of enactment of this bill. It applies only to those veterans whose service was 
performed on or after April 25, 1951, and it provides that payment of premiums 
be made in accordance with existing law. 

I do not believe there are many veterans who will be benefited by H. R. 716, 
but certainly the Congress intended insurance benefits for all honorably. dis- 
charged veterans. Where the veteran, through no fault of his own, is incompetent 
to handle his affairs and where the Veterans’ Administration has not appointed 
his guardian or his committee in time to make proper application for this insur- 
ance, I feel the Congress should correct such injustices 9s may exist in this field. 

I ask that the committee take favorable action on H. R. 716. 
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SraTeMEnT BY Hon. Epwiy E. Wiis, Memeer or Coneress From THirp 
Louistana District 


Mr. Chairman and members of the Committee on Veterans’ Affairs, since my 
attendance at the Geneva Conference prevents my appearing before your com- 
mittee at the hearing on veterans’ insurance ea I wish to submit this 
statement for the record in behalf of my bill, H. R. 1275. 

This bill would provide a 1-year period during which certain veterans may be 
ae national service life insurance. It is designed to give the veterans of 

orld War II and the Korean conflict an opportunity to reinstate this insurance 
or to obtain it if they have not previously applied. During a period of 1 year 
from the date of enactment they could obtain this protection if they establish 
eligibility and meet health requirements. Those who have permitted their 
policies to lapse would not have the original policies reinstated but they could 
renew their insurance by paying premiums on the basis of age at the time they 


apply. 
he bill would not make additional veterans eligible beyond those whose 
eligibility was created by the basic laws concerned. owever, it must be remem- 


bered that many young men who at the time of their discharge from the Armed 
Forces did not give serious thought to their future needs now have family responsi- 
bilities which make them very cognizant of their need for additional insurance 
protection such as that offered at a very low cost through the Government policies: 

Since the premiums are based on actuarial tables, the only cost to the Govern- 
ment by enactment of H. R. 1275 would be the cost of administering the program 
and this would be minimized since the only effect would be to increase the number 
of policies in force. It would not call for creation of a new organization or for 
special administrative procedure except for the processing of the new applications. 

In view of the need, and the opportunity to assist many veterans and their 
families to whom this protection means so much, I trust that the committee will 
act favorably on this legislation and open the way for its enactment into law. 


STATEMENT OF JoHN M. Rossiton, JR., ON BEHALF or H. R. 11870 


The purpose of this bill is to amend section 602 of the National Service Life 
Insurance Act of 1940 to provide for payment of certain accrued insurance 
benefits to survivors of the insured. 

Subsection (i) of section 602 conditions the right of any beneficiary to payment 
of any installments “upon his or her being alive to receive such payments.” 
The courts have interpreted this section to mean that a recipient of such pay- 
ments must not only be alive to receive them, but must also negotiate these 
checks during his or her lifetime. 

As an example as to how the present law operates, in recent months a lady in 
my district was receiving payments under the National Service Life Insurance 
Act as a beneficiary of her son who was killed on Saipan during World War II. 
During the last 5 months of her life she became so ill that she could not manage 
her own affairs and 5 checks which were received at her home were never cashed. 
The Veterans’ Administration has taken the position that these payments were 
not “received”? within the meaning of the act and has refused to reissue these 
checks to her estate. I do not believe that Congress, in its deliberations prior 
to the passage of this section of the act, intended to do any more than prohibit 
payments being made to heirs for installments which would accrue after the death 
of the beneficiary of the insurance. I believe everyone will agree that if a person 
is entitled to some benefit under the laws of the United States Government and 
is unable because of incapacity to negotiate such payment, then some means 
should be provided for the equitable handling of those benefits. 

H. R. 11870 would give no beneficiary greater benefits than they already have 
under the National Service Life Insurance Act, but it would clarify the meanin 
of section 602, subsection (i), and prevent a recurrence of a situation such as 
mentioned. 


STaTEMENT oF Hon. Usuer L. Burpick or Nortu Dakota 






Mr. Chairman, the purpose of H. R. 196 is simple. It provides that notwith- 
standing any provision of law regarding the payment of serviceman’s indemnity, 
there shall be paid to the estate of any beneficiary within. the permitted class all 
accrued installments to which the beneficiary was entitled prior to his death, but 
not received by him before his death. 
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I would like to cite a typical case to illustrate why, in my opinion, there are 
compelling reasons for the adoption of H. R. 196: 

The ners with indemnity protection died in active service on November 20, 
1952. e had $3,000 contract insurance so $7,000 indemnity was payable. His 
wife was the named sole beneficiary for the contract insurance which was paid in 
one sum. The date of his death found her in an institutuon, mentally incom- 
petent. Within a month a court appointed a guardian for her who took immedi- 
ate steps to file a claim and submitted the evidence to prove her the widow. The 
Veterans’ Administration on July 30, 1953, informed the guardian that the 
claimant, the widow, had been determined to be the surviving spouse eligible to 
the indemnity award. On October 15, 1953, the guardian was notified by VA 
that settlement was made and on the same date a check was issued covering the 
—< November 20, 1952, to October 20, 1953. The widow, a war veteran 

erself, died October 25, 1953, before the check was received by the guardian. 
In consequence, the primary surviving beneficiary received no benefit whatever 
from the indemnity. 

The above case illustrates an injustice under the present regulations. Passage 
of H. R. 196 would preclude any further such injustices in the future. 

Mr. AspiInaLu. Next witness is Mr. Omer W. Clark, national di- 
erctor of legislation, Disabled American Veterans. 

We are pleased to have you before the committee, Mr. Clark, and 


welcome you and any members of your staff you may have with you. 


STATEMENT OF OMER W. CLARK, NATIONAL DIRECTOR OF LEGIS- 
LATION, DISABLED AMERICAN VETERANS; ACCOMPANIED BY 
ELMER M. FREUDENBERGER, ASSISTANT LEGISLATIVE DIREC- 
TOR, AND ROBERT F. DOVE, DAV NATIONAL INSURANCE OFFICER 


Mr. Crark. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, my name is Omer 
W. Clark and I am national director of legislation, Disabled American 
Veterans. I am accompanied by Mr. Elmer M. Freudenberger, 
assistant legislative director; and Mr. Robert F. Dove, DAV national 
insurance officer. Mr. Dove represents the office of the director of 
claims, Capt. Cicero F. Hogan. We are pleased to be here today 
and to have the opportunity of presenting the views of the DAV as 
to certain of the bills before your committee with particular emphasis 
upon the items of proposed legislation which are based upon national 
convention mandates of this organization. 


H. R. 4484, 85TH CONGRESS 


The purpose of this bill is to provide a 1-year period during which 
certain veterans may be granted national service life insurance. It 
is believed that rather many other bills on this same general subject 
are before your committee and this fact would seem to indicate a 
widespread interest in liberalizing the National Service Life Insurance 
Act, as amended, to permit the issuance of insurance beyond the limita- 
tions of the existing laws, under conditions outlined in the proposed 
legislation. 

H. R. 8707, 85TH CONGRESS 


This bill would provide waiver of premiums on national service 
life insurance policies for certain totally disabled veterans. The bill 
proposes that the 60-year provision of existing laws be deleted to 
enable those persons who are over 60 but otherwise meet the require- 
ments to obtain a waiver of insurance premiums. The present laws 
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governing United States Government life insurance (USGLI) pertain- 
ing to permanent and total disability place no such limitation of age 
on such entitlement. The enactment of H. R. 8707 would place NSLI 
on the same palne as USGLI in the above respect and in our opinion 
the recommended change is eminently fair and equitable. Certainly, 
a person who is totally disabled is usually in need of assistance, 
whether he is 60 years of age or 59 years old. 


H. R. 8708, 85TH CONGRESS 


This proposed legislation would increase from $5,000 to $10,000 the 
amount of gratuitous insurance provided for certain World War II 
veterans. ‘There have been various attempts made in the past by 
veterans’ organizations to amend the National Service Life Insurance 
Act, as amended, along the lines proposed, without success thus far. 
Many of those persons most affected by the proposed legislation are 
citizens of the Philippines, but this fact should not alter the merit of 
the proposal, or detract in any way from the desire to correct a situa- 
tion that should be resolved in the interest of equity and fair play. 


H. R. 8710, 85TH CONGRESS 


This is another DAV bill and it has for its purpose the authoriza- 
tion of waiver of premiums on national service life insurance (NSLI) 
beginning with the first premium due date after total disability com- 
menced regardless of the date of application for such waiver. The 
law now sets forth that a waiver of insurance premiums will only be 
granted for the period of 1 year prior to the date on which claim is 
received. This provision, in many instances, creates inequity and in- 
justice to the policyholder due to the fact that he did not have full 

nowledge of his entitlement. Many instances are found where the 
insured was totally disabled on the date of lapse of his insurance, or 
prior thereto, and such total disability continued to the date of his 
filing claim. The result is that inasmuch as the insurance may have 
been in a state of lapse for more than 1 year there is no waiver of 
premiums granted and the insurance remains in a state of lapse. 

In the matter of United States Government life insurance (USGLI), 
however, the law provides that benefits due to permanent and total 
disability, including waiver, may be granted at any time regardless of 
the date on which claim is filed, as long as the insured was totally 
and permanently disabled on the date of lapse, or prior thereto. 

In view of these facts, can there be any doubt that equity would 
best be served by changing the NSLI Act and authorizing waiver of 
insurance premiums on national service life insurance for the entire 
period of total disability regardless of the date on which claim is filed? 

Among the bills now before your committee that would extend the 
time within which certain insane veterans may apply for insurance 
within section 620 of the National Service Life Insurance Act, as 
amended, is the DAV bill, H. R. 8709. Naturally, we are very much 
interested in this proposed legislation and it was with gratification 
that we noted a provision to cover this subject was included in the 
et VA consolidation of laws bill, H. R. 9700, which was prepared 

y and under the direction of your committee and which was passed 
by the House of Representatives on February 17, 1958. We thank 
you for this fine achievement. 
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The Disabled American Veterans favors and supports the meri- 
torious and equitable provisions embodied in many excellent bills 
before your committee, regardless of the fact that we may not have 
official mandates on certain of the subjects involved. In listing 
those bills specifically referred to above we desire to stress the im- 
ne to the DAV of these proposed measures, all of which have 

een the subjects of official mandates and converted into DAV bills. 
We have confidence in your outstanding committee and in all mem- 
bers thereof, knowing that our bills, as well as those emanating from 
other sources, will receive the most careful and considerate attention 
in the process of selection and elimination that must necessarily 
govern your final deliberations. 

If there are any questions you may desire to direct to us on the 
insurance program we shall do our best to answer them, and Mr. 
Dove, the DAV insurance officer, will be glad to make available his 
expert knowledge of the VA insurance operations, or otherwise assist 
in arriving at a proper mutual understanding. Thank you for your 
cooperation. 

Mr. Asprnauu. Thank you very much, Mr. Clark. It is a succinct 
and clear statement. 

May I inquire at this time just how long the DAV has supported 
the particular bills to which you make reference in your statement 
this morning? 

Mr. Crark. I know it has been for some time, but perhaps Mr. 
Dove could give you more specific information. 

Mr. Dove. Down through the years, ever since I have been 
associated with the insurance program and representing the DAV, we 
have at one time and another had resolutions out of our conventions 
supporting similar bills to these now proposed today. 

Mr. AsprnaLut. When you make your resolutions from year to year, 
do you study anew these bills? Does your committee handling not 
only the resolutions but the committee conducting the study of 
insurance and do they study anew each year the various proposals? 

Mr. Dover. Yes, sir; we do. In our committee at the national 
convention all of these bills are gone over by our rehabilitation and 
claims committee which is made up principally of national service 
officers who ‘are very familiar with the program of the veteran and 
his problems on insurance. It is on their recommendations and 
endorsements that these bills are then placed before the convention 
and then adopted. 

Mr. AsprnaLL. Could you advise me as to your thinking as to why 
there is a necessity for H. R. 8710 which is, as I understand, supported 
by you largely because you feel the benefits existing between World 
War I insurance and World War II insurance should be brought on 
a comparable basis; is that correct? 

Mr. Dove. We cite United States Government life in order to show 
the inequity in NSLI, that in previous legislation under United States 
Government insurance the Congress was very liberal in its proposals 
to grant certain provisions and provileges to the veteran. We feel 
the same consideration should be passed on to the World War II 
veterans. 

Mr. AsprinaLt. For my own information, were those benefits 
granted to the veterans of World War I early in the life of that pro- 
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gram, or did those benefits come later on, years later, after the ending 
of hostilities? 

Mr. Doves. They came afterward. I do not know how early or how 
late they were, but they were at a subsequent time to World War I. 
I would imagine somewhere in the late 1920’s if my memory is correct. 

Mr. Aspinatu. Do you know of any benefits that may have flowed 
to the veterans of World War II which did not flow at the beginning, 
or have not flowed, perhaps, even since then to the veterans of World 
War I, which causes the difference in this respect? 

Mr. Dove. If I understand your question correctly, I would say 
the answer is “No.” I would think that the World War I veterans 
have greater privileges under their United States Government life 
insurance contract than World War II veterans do under National 
Service Life Insurance Act. 

Mr. Asprnauu. But they have less fringe benefits at the time also? 

Mr. Dove. Who? 

Mr. Asprnauu. The veterans of World War I. 

Mr. Dove. Less benefits? 

If you consider the overall veterans program, compensation and 
so forth, you might say that, but confining it to the insurance pro- 
gram, I would not say that World War I benefits were less. In 
fact, they were treated better than World War II veterans. Under 
World War I, P. and T. benefits, in addition to the reinstatement of 
the insurance on the finding of P. and T., even on a date lapsed many 
years previously, the man is not only entitled to the restoration of the 
msurance but he is entitled to monthly benefits of $5.75 per month, 
per thousand, which is much greater than NSLI. There are no 
monetary benefits that would come out of this proposal that we recom- 
mend. It would be just a forgiveness of the premiums that were not 
paid during that period of time in which total disability existed. 

Mr. AspInwALL. Which, of course, would be of some additional 
expense to the Veterans’ Administration in the determination of these 
matters? 

Mr. Dove. I might show my ignorance, but I do not know as to 
the full implications. It would seem to me today that if there were a 
little more liberal consideration of these particular types, maybe there 
would be less dividends. I do not know. That might show some 
ignorance on my part, but certainly their dividends are on a profit in 
an organization and if they have to give out a little more, maybe the 
dividends would be cut a little, but it would be very minor. 

Mr. AsPINWALL. I cannot answer either. 

The gentleman from California? 

Mr. Tgacue (from California). No questions. 

Mr. Aspinauu. Mr. Mitchell. 

Mr. Mircuepu. No questions. 

Mr. AsprnaLu. Would you be able to advise me, Mr. Clark, as to 
whether or not your organization has any position on H. R.- 11382, 
which I introduced a short time ago? 

Mr. Ciark. I do not have a copy of that bill. 

Mr. Asprnatu. That bill authorizes conversion of term insurance 
and provides a new mortality table. This is for the Korean group. 

Mr. Ciarx. We do not have any position on that bill, Mr. Con- 
gressman. 

Mr. AsprnaLuL. Have you made any study of it as yet? 
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Mr. Cuark. | have not seen it yet. 

Mr. AspInaLu. That is a recent bill. You may insert a statement 
later if you desire. 

Thank you very much. 

Mr. Ciarx. Thank you, sir. 

(The statement follows:) 


DisaBLED AMERICAN VETERANS, 
NATIONAL SERVICE HEADQUARTERS, 
Washington, D. C., April 18, 1958. 
Hon. Wayne N. ASPINALL, 
Chairman, Subcommittee on Insurance, Committee on Veterans’ 
Affairs, House of Representatives, Washington, D. C. 

Dear Mr. AspInauu: You will recall, no doubt, that during the 
hearing of April 14, 1958, before your subcommittee, you directed an 
inquiry to me and my associates relative to the position of the Dis- 
abled American Veterans with respect to H. R. 11577, a bill to increase 
from $5 to $10 per month for each $1,000 NSLI in force under the 
conditions cited in the bill. 

At the time of our appearance before your group we had not made 
a study of the proposed legislation mentioned above and you suggested 
that wedoso. A copy of H. R. 11577 has now been obtained and upon 
noting its terms it is believed that this bill is meritorious and deserves 
support. However, in this connection I should like to call your 
attention to the enclosed comments of the DAV national service 
(insurance) officer, Mr. Robert F. Dove, who is a little doubtful about 
one provision of the measure and who suggests some substitute 
language to clarify the intent and to protect those veterans with 
service-connected disabilities. We commend his thoughts to you and 
the other members of the subcommittee. 

Again thanking you for the kindness and courtesy shown us at the 
recent hearing, | am 

Sincerely yours, 
Omer W. Ciark, 
National Director of Legislation. 


AprRiL 17, 1958. 
Memorandum 
To: Mr. Omer W. Clark, national director of legislation. 
From: Robert F. Dove, national insurance officer. 
Re comment on H. R. 11577. 


You will recall that when we appeared the other day before Con- 
gressman Aspinall’s subcommittee for insurance that he requested our 
comments on H. R. 11577. 

I have now had the opportunity to read this bill, and I am of the 
opinion that we should go on the record as favoring its passage. 
However, there is one part of the bill which I believe discriminates 
against the World War II disabled veteran. In line 12, page 2 of the 
bill it states ‘“The total disability provision authorized under this 
amendatory act shall not be added to a policy containing the total 
disability coverage heretofore issued under this subsection, except 
upon compliance with the above conditions and surrender of such total 
disability coverage.’’ It will be seen from this provision that those 
veterans having national service life insurance with the existing total 
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disability income benefit rider who have service incurred disabilities 
would be unable to meet the requirements of good health. 

It is our opinion that veterans with service-incurred disabilities 
should not be penalized in such a manner due to the injuries, dis- 
abilities, or diseases incurred in the service of their country. As a 
suggestion, it might be recommended that an additional provi- 
sion be included using the language as contained in section 620, to 
wit: “And is found by the Administrator to be suffering from a dis- 
ability or disabilities from which compensation would be payable, as 
10 per centum, or more in degree, and except for which such person 
would be insurable according to the standards established by the 
Administrator for qualifying under the good health provisions of this 
Act, as amended.” 

We respectfully submit the above for your consideration in the 
the event you decide to advise Congressman Aspinall concerning our 
view on this bill. 

Rosert F. Dove. 


Mr. AspinaLu. The next witness scheduled this morning is Mr. 
John J. Corcoran, representing the American Legion. 

We are pleased to have you before the committee and welcome you, 
together with your staff. 

Mr. Davis. My name is Bertram G. Davis, legislative assistant to 
the director, national legislative commission, the American Legion. 

Our principal witness this morning is Mr. John Corcoran, director, 
national rehabilitation commission. 

He is accompanied by Mr. Charles W. Stevens, assistant director, 
national rehabilitation commission. 

Mr. Corcoran. Mr. Chairman and members of the committee, 
with your permission, I will read the statement which we prepared. 

Mr. AspINALL. Proceed, Mr. Corcoran. 


STATEMENT OF JOHN J. CORCORAN, DIRECTOR, NATIONAL 
REHABILITATION COMMISSION, ACCOMPANIED BY CHARLES 
W. STEVENS, ASSISTANT DIRECTOR, NATIONAL REHABILITA- 
TION COMMISSION, AND BERTRAM G. DAVIS, LEGISLATIVE 
ASSISTANT TO THE DIRECTOR, NATIONAL LEGISLATIVE COM- 
MISSION 


Mr. Corcoran. Mr. Chairman and members of the committee, 
the American Legion appreciates this opportunity to testify on bills 
which are the subject of this hearing relating to insurance and service- 
men’s indemnity programs administered by the Veterans’ Admin- 
istration. 

The American Legion’s position concerning insurance programs 
administered by the Veterans’ Administration and trust funds estab- 
lished for them was enunciated at San Francisco in 1946 by the 28th 
annual national convention and amplified by the national executive 
committee assembled in Indianapolis in May 1957. This is the 
declared policy 

(1) To support and maintain the integrity of United States Govern- 
ment and national service life insurance, and trust funds established 
therefor, in accordance with sound insurance practices, and 
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(2) If and when any changes are advocated, they shall be only such 
as will continue to insure to those veterans who reinstate or continue 
their insurance on either a term or converted basis, and to their 
beneficiaries, the full value of a life-insurance contract based on 
sound insurance practices, and 

(3) Support national policies, laws, and administrative actions 
calculated to maintain the sound value of the dollar and consequently 
to maintain the sound value of insurance benefits to veterans and 
their beneficiaries under these insurance contracts. 

In order that proposals made to the Congress by the American 
Legion for amendatory legislation shall be in accord with this policy, 
all resolutions received by a national convention or the national 
executive committee, the governing bodies which formulate policy, 
are referred to the national rehabilitation commission for its recom- 
mendation based upon the study of each resolution by its insurance 
advisory board. Only after thorough consideration by the commis- 
sion and board does one of the governing bodies direct support of 
enactment of legislation. 

The seven bills on which I will testify have been introduced at the 
request of the American Legion. They are measures which we 
believe merit the thoughtful consideration of this committee. We 
advocate their enactment in the interest of veterans and their 
beneficiaries. 

Mr. AsprInaLL. Before you proceed further, do I understand that 
the American Legion has weighed each one of these measures to 
which you are going to make reference at the present time in the 
light of the three criteria that you have given to us for insurance 
programs? 

Mr. Corcoran. That is correct. 

H. R. 196 would authorize payment to the estate of a beneficiary 
of servicemen’s indemnity of those accrued installments which would 
have been paid such beneficiary had not death intervened before 
payment was made. This provision would be effective from June 27, 
1950, the date from which servicemen’s indemnity coverage was pro- 
vided for by the Servicemen’s Indemnity Act of 1951. The act 
specified that installments of the indemnity not paid to a beneficiary 
during such beneficiary’s lifetime would be paid to the named con- 
tingent beneficiary, if any; otherwise, to the beneficiary or benefi- 
ciaries within the permitted class next entitled to priority and, 
further, that no payment be made to the estate of any deceased 
person. 

We believe there is justification for asking that payment be made 
as proposed, where the Government delayed settlement so that install- 
ments accrued which would have been paid to a beneficiary and upon 
which such beneficiary relied except that death intervened. 

H. R. 919 and H. R. 2208 are identical bills which would so amend 
section 620 of the National Service Life Insurance Act of 1940 that 
an application for service-disabled veterans insurance would be timely 
filed when made within 1 year from date of the Veterans’ Administra- 
tion notice of establishment of service connection of disability or of 
potential eligibility for this insurance, whichever is later. It is now 
required by language in the section that application be made within 
1 year from the date service connection is determined. It is fre- 
quently found that less than 1 year remains in which application may 
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be made, in view of the fact that notice of the service connection and 
of potential eligibility to insurance is given some time after determina- 
tion of service connection. We believe a year from date of notice 
would provide the veteran a reasonable period in which to apply. 

H. R. 920 and H. R. 2210 are identical bills which would authorize 
os issuance, upon application within 1 year after date of approval, 
oO — 

(1) participating national service life insurance to insurable vet- 
erans of service between inclusive dates of October 8, 1940, and 
September 2, 1945; 

(2) nonparticipating national service life insurance on the renew- 
able 5-year level-premium-term plan to insurable veterans who had 
servicemen’s indemnity coverage between inclusive dates of June 27, 
1950, and December 31, 1956; and 

(3) nonparticipating national service life insurance on term or 
permanent plans to veterans of service between inclusive dates of 
June 27, 1950, and December 31, 1956, who, during such service, had 
servicemen’s indemnity coverage and are determined by the Veterans’ 
Administration to have had their insurability impaired by service- 
connected disability. 

We insist emphatically that the reopening for 1 year of the pro- 
grams enumerated above would be a means of affording veterans 
concerned just and equitable treatment. We strongly urge enact- 
ment of legislation to accomplish the result proposed in this bill. 

As to the first category, on April 25, 1951, the right of veterans of 
service between October 8, 1940, and September 2, 1945, to obtain 
national service life insurance was abruptly terminated by the Insur- 
ance Act of 1951. World War II veterans were caught unawares. 
Veterans relied on the Government to preserve rights expressly 
bestowed and were taken aback when they learned they no longer 
had the privilege of contracting with their Government for insurance | 
protection. While we do not know how many of these war veterans 
will want to obtain this insurance, we do want them to have a rea- 
sonable time—a year is recommended—in which to exercise the right 
Congress had granted and then removed. 

We believe the number of policies applied for and issued would not 
be great in considering the total number in force and there should be 
relatively little increase in the cost of administration. It is these 
veterans who are urging that our organization make a strong effort 
to do what is here proposed. They were in no position, they declare, 
to continue insurance premium payments after their release from long 
periods of war service. They were struggling to reestablish themselves 
in civilian life, going to school or employed, and their incomes were 
limited. They had been looking forward to the day that they would be 
financially fixed to pay for the insurance again to give their families 
this protection. 

As of December 31, 1957, there were 5,424,950 of these participatin 
policies in force in the amount of $35,614,787,172. The program wi 
continue beyond the turn of the century and administration of a few 
thousand additional policies should not be a great burden. Certainly 
large numbers of veterans would be happier if given this chance, 
instead of resentful as they and their families are today. 

Now I come to the explanation of our reason for urging that veterans 
of the Korean conflict be given an additional year to obtain nonpartici- 
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pating policies of national service life insurance known as veterans’ 
special-term insurance and service-disabled veterans’ insurance. 

We do not believe that these veterans were adequately advised of 
their insurance rights until a considerable time had elapsed after it 
was made available and, consequently, have concluded that large 
numbers of them lost their opportunity to get the insurance through 
no fault of theirown. Also, we recognize that the gratuitous service- 
men’s indemnity coverage these young people had while in active 
service did not make them insurance-conscious as was the case with 
those who served in World War II, where they began carrying their 
insurance through premium payment while in the Armed Forces. 

A report of December 31, 1957, of the Veterans’ Administration 
showed a total of 5,255,000 veterans of the Korean conflict in civil 
life at the end of the month, of whom 913,000 had service in World 
War II also and 4,342,000 had not. The committee will see then that 
too many failed to take advantage of their right to obtain insurance, as 
I cite the number of insurance policies in force in the nonparticipating 
national service life insurance programs on the same date. Veterans’ 
special-term insurance, 706,541 policies in the amount of 
$6,452 ,836,500; service-disabled veterans’ insurance, 30,327 policies 
in the amount of $265,994,820. 

The veterans’ special-term insurance could be applied for only 
within 120 days after separation from active service and before 
January 1, 1957. This program was closed to future policy issues 
after December 31, 1956, by the Servicemen’s and Veterans’ Survivor 
Benefits Act, approved August 1, 1956. As a matter of fact, veterans 
separated between the date of approval and January 1, 1957, the 
effective date of this act, had less than 120 days—some not even a 
day—within which to apply and were deprived of the opportunity 
extended those discharged before. We have had considerable pressure 
from these veterans for the opening of this program for a reasonable 
time, within and without our membership. Most complain that they 
had no idea until some time after they had returned to civil life that 
they could have gotten the insurance. We think probably so many 
details incident to their discharges from service occupied their minds 
that they unfortunately paid httle attention to briefings on rights 
and privileges, including insurance, they might have as veterans. 

The service-disabled veterans’ insurance is a continuing program. 
It is open to veterans of service who are determined by the Veterans’ 
Administration to have a service-connected disability which impairs 
their insurability. Application for this insurance must be filed within 
1 year from the date of such determination of service connection. 
We believe presently the veterans are adequately informed of their 
rights to apply, but we know that for a considerable period after this 
insurance was made available they were not. The Veterans’ Admin- 
istration promulgated a bulletin August 18, 1952, setting forth the 
procedure for notifying veterans discharged on or after April 25, 1951, 

of their possible entitlement to purchase insurance based upon a de- 
termination of service connection for compensation purposes. Serv- 
ice connections are established for other purposes; such as medical 
care and vocational rehabilitation. It was not until July 23, 1953, 
that instructions were issued to notify veterans where service connec- 
tion was established for such purposes. We think the Congress will 
want to make certain that each veteran has had full opportunity to 
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obtain this insurance; it means so much to the service-connected dis- 
abled who, as impaired insurance risks, would either be unable to 
obtain contracts from private companies or required to pay a higher 
premium were a policy issued. 

I have spoken to the identical bills, H. R. 920 and H. R. 2210, in- 
troduced at the request of: our organization, however, I note that 
there are five other identical bills under consideration. These are 
H. R. 1275, 5644, 6003, 6149, and 6639. We are interested in the 
accomplishment of the objectives and not that a particular bill be used 
as a vehicle to produce the desired result. I might mention that we 
have been informed of the interest of many Members of the Congress 
in both Houses in this legislation, although only a few have introduced 
bills. 

H. R. 2207 would amend section 621 of the National Service Life 
Insurance Act of 1940, added by the Insurance Act of 1951, to allow 
veterans in the veterans’ special-term insurance program to exchange 
their term contracts for permanent plans. It would also make in- 
surance issued under this section participating, that is, policies would 
be eligible for dividends. 

While the insurance may be renewed for successive 5-year-term 
periods, it may not now be exchanged for or converted to insurance on 
permanent plans of national service life insurance which we know to 
be more desirable for many reasons. The permanent plans are ordi- 
nary life, 20-payment life, 30-payment life, 20-year endowment, en- 
dowment at age 60, and endowment at age 65. These are the plans 
to which World War II veterans can convert their policies and we 
firmly believe Korean conflict veterans should have the same privilege. 

For insurance coverage over a long period of years, term insurance 
is not good insurance purchasing. The premium increases at the 
attained age for each successive term. The constantly increasing 
premium in the higher age groups makes it more difficult to retain 
the protection when it is most needed. It is a frequent complaint of 
veterans holding term policies in their later years that they are in the 
position that they cannot afford to keep the insurance and they cannot 
afford to drop it. They regret too late that they did not have the 
foresight to convert. 

The American Legion has consistently urged veterans of World 

Wars I and II to convert their term insurance to permanent plans just 
as soon as they are financially able to do so, pointing out that a 
constant premium is payable on permanent plans and that reserves— 
cash values—are created on such plans, whereas the veterans with 
term policies pay only for pure insurance protection from month to 
month. We do not believe that Congress will want to force over 
700,000 Korean-conflict veterans into the position that throughout 
their lifetimes they have only term-insurance protection where an 
inadvertent lapse at a critical period might lose insurance carried for 
years. 
r Mr. Chairman, I mentioned that we frequently receive complaints 
from veterans who have held the term insurance for 20, 30 years and 
more and did not convert. We receive complaints describing the 
plight that they now find themselves in. 

Late last week we received a letter directed to our national com- 
mander, dated April 1, in which this World War I veteran says in part: 


I now find myself in a position that I can no longer afford to carry my insur- 
ance and yet I can ill afford to drop it and not only lose the protection but all 
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that I have paid in over the past 40 years. At my age, that is, 68, I need the 
protection now more than ever before. I am 68 years of age and now retired 
and I receive $162.80 in social security, of which the NSLI takes nearly 30 per- 
cent to carry. My premium rate is now $47.30 per month, or $558.70 yearly. 
Without attempting to recapitulate, I daresay that I have paid in over the past 
40 years as much as, or more than, will be paid at my passing. 

That is the situation that we seek to have the Congress correct, so 
that Korean-conflict veterans will not find themselves in a like situa- 
tion, which existing law would force upon them. The law needs 
amendment such as we recommend. 

Mr. AspinaLu. The Chair recognizes the situation. He has many 
friends who were in World War I in the same position, but what 
bothers the Chair—and I know what bothers most of the people who 
have to make this decision—is that this same situation has existed in 
many other walks of life and does exist in many other walks of life. 

In other words, why was not the decision made at the right time? 
The thing that is bothersome to us is to preserve the integrity of that 
fund from which claims must be paid. That was one of the reasons 
why I asked you if you weighed all of these recommendations in the 
light of your three-part measuring stick? There is no question but 
what the need is present. The question is, What can be done about 
it? 

Mr. Patterson of the staff has a question. 

CounseE.L. Mr. Corcoran, I would like to clarify the position of the 
American Legion on this point. 

As I believe you know, the Veterans’ Administration has advised 
the committee that to permit term insurance to be paid up for World 
War | alone at age 60 would cost $121 million; at age 65, $109 million; 
and at age 70, $80 million. 

Is it the American Legion’s position that the Congress is warranted 
in spending that amount of money for the benefit of approximately 
18,000 policyholders? 

Mr. Corcoran. May I ask Mr. Stevens to answer that? 

Mr. AspInALL. Yes. 

Mr. Stevens. Mr. Chairman, and gentlemen of the committee, the 
American Legion is not advocating that you cause the term insurance 
of nearly 19,000 World War I policyholders to be paid up at a given 
age. Those people are in the fund. We do not think taxpayers 
should subsidize term policies. We are opposed to damage to the 
trust fund in which all policyholders have a beneficial interest. 

The reason our director, Mr. Corcoran, read the excerpt from this 
letter of a veteran of World War I was to emphasize the fact that he 
had just asked that this committee consider that there are over 
706,000 Korean veterans holding term insurance which Congress has 
not yet allowed to be converted to permanent plans. He has said 
that he does not want the Korean veterans—706,000 of them—to be 
situated as is the World War I veteran term policyholder. In this 
World War I veteran’s case, the letter referred to was received from 
our Indianapolis headquarters on Friday and we are getting in touch 
with him today to tell him to mature his contract through its disability 
clause and get premiums waived and monthly disability payments 
and then he is all taken care of. 

Mr. AspinaLL. What you are saying is that the time has already 
come for Korean war veterans to make their final decisions. However, 
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the question I want to ask you is this, if we make that possible for 
them, will a sufficient number take advantage of the situation? 

Mr. Srevens. We sincerely believe they will. We are constantly 
receiving letters from many of them urging that the American Legion 
support this legislation and it is legislation which you introduced 
or us. 

Mr. Asprnauu. I understand that, but let me ask you this, would 
you be willing to make a provision that this determination and this 
selection must be made within 5 years and that there will be no more 
term insurance after that? 

Mr. Srevens. That is quite a limited period. You might fix a 
reasonable age at which they should convert. 

It might be safe to carry it up until their forties. These folks are 
now in their twenties or early thirties today. They are Korean con- 
flict veterans. 

Mr. Asprna.u. I find that in looking back on past experience—it 
is 40 years since World War I—as long as you have a possibility of 
continuing a smaller payment, it does not make any difference whether 
it is 35, 40,50, or on up. There will always be those who do not take 
advantage of it. 

Mr. Stevens. We have to admit that on occasion the American 
Legion makes mistakes. I believe, mysel?, that we did make a mis- 
take in constantly seeking the right of renewal of that term insurance 
for another 5-year term. That is what caught up with over 18,000 
World War I veterans today. 

Mr. Asprnauu. I have introduced two bills, as you know, H. R. 
11382 and H. R. 11383. Which one of these two, if either, do you 
favor over the other? 

Mr. Stevens. Mr. Aspinall, on January 7, 1957, you introduced at 
the request of the American Legion, the bill to which Mr. Corcoran 
spoke, H. R. 2207. It was introduced through our legislative direc- 
tor’s request to you after careful consideration by our insurance ad- 
visory board, the national rehabilitation commission and our national 
executive committee. You introduced H. R. 11382 in March of 1958 
after our board and commission met in February and they did not 
have an opportunity to scan it. However, since you are the author 
of the bill, and certainly as the chairman of the Insurance Subcom- 
mittee, and a member of this full committee, you are very much in- 
terested in doing what we are asking be done, I believe that our com- 
mission, our board, and our national executive committee, would 
believe it to be a good vehicle. What it would do that we do not ask 
is that not only would it authorize conversion of term to permanent 
plans, such as H. R. 2207 asks in part, and such as H. R. 4356, by 
Mr. Abbitt, of Virginia, asks, but it would also adjust the basis for 
fixing premiums, cash values, and annuity payments prospectively, 
and it might well be a good deal. 

Mr. Asprinau. Proceed. 

The Counset. Mr. Stevens, am I correct in inferring from that 
remark that if the premiums were reduced, the Legion would not 
object to it? 

Mr. Stevens. Mr. Patterson, should I make the remark on the 
record? 
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What we are asking also is to make this insurance participating, so 
that whatever the premium might be, if there is a surplus, it would 
be returned to the policyholders. 

As to H. R. 11383, Mr. Chairman, which we’ve noted you intro- 
duced by request, March 13, 1958, we see that the mortality and 
annuity tables would be those of 1941 and 1949, respectively, now 
specified in section 621, that the interest rate for calculations would 
be 3 percent rather than the 2% percent now specified. The main 
things are that the bill would make the veterans’ special term insur- 
ance, granted under section 621, participating and term policies could 
be converted to permanent plans. A trust fund would be created in 
the Treasury. The changeover would be effective from January 1, 
1959. Having in mind that this program is now closed to new issues 
we ask the right to convert be extended to the present seven hundred 
and six-thousand-odd term insurance policyholders and that each 
policy be participating from date of issue; retroactively, that is. As 
to ae form the bill should take to accomplish the results we are 
seeking, we think this should be left to the good judgment of this 
committee. 

Mr. Corcoran. Just as a summing up on these points, I think that 
the American Legion sees it as its duty in this area to make it possible 
for these Korean veterans to convert to a permanent plan. Secondly, 
we see as part of our duty the responsibility of urging in every way 
that we can, such as through our Legion magazine, and through all our 
publicity channels, including our memorandums, that these Korean 
veterans take advantage of this. 

We also seek in H. R. 2207 to have the insurance made participatin 
because we are aware that premiums paid by the veterans’ specia 
term insurance policyholders have been substantially in excess of the 
contribution needed to meet obligations. In providing this insurance, 
we do not think that the Congress intended that the program would 
be operated by the Government at a profit. We understand that 
already a surplus of millions of dollars has been created. The Veter- 
ans’ Administration can inform the committee of the calculated 
amount. The veterans who have paid more than was required for 
the insurance protection should be the ones among whom the surplus 
should be distributed. We urge this. 

H. R. 2209 would modify the basis for award of gratuitous national 
service life insurance to a dependent parent. An amendment of 
December 20, 1941 to the Nationai Service Life Insurance Act of 1940 

ranted national service life insurance in an aggregate of $5,000 to a 
imited class of beneficiaries because Congress recognized the sudden- 
ness with which World War II was thrust upon this Nation and that 
many of the personnel of the Armed Forces were unable to comply 
with the prerequisites necessary to obtaining insurance or had not 
anticipated the need for adequate insurance protection. 

The limited class of beneficiaries of this free coverage is composed 
of widow or widower, while unremarried; if none, child or children; 
if none, dependent mother or father. Present statutory requirement 
is that the relationship and dependency of a parent be proved as of 
the date of death of the insured and holds an application valid only 
when filed within 7 years after such date. This stringent limitation 
has caused denial of the award to a large number of parents who, we 
believe, would have had the protection were the person in service 
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able to provide it. Many could not prove dependency as of the exact 
date of death but became shortly thereafter truly dependent. As 
time goes on more and more of these parents could have relied on the 
support furnished by their children had their lives not been lost in the 
service of their country. 

Similar automatic insurance protection was afforded during World 
War I and there was then no requirement that a parent be dependent 
nor was a time limit imposed for filing for the benefit. 

This bill would authorize an award of the gratuitous insurance at 
any time after the death of the insured that a parent becomes de- 
pendent. The parent would have 2 years after the date of enactment 
or 2 years after dependency arises, whichever is later, to make appli- 
cation. Once established the dependency of a parent would be pre- 
sumed to continue. It might be mentioned that presently, for death 
Competent purposes, or for the purpose of an additional award of 
disability compensation to a veteran, a payment is made when the 
dependency of the parent is proved to exist. 

We respectfully request that this committee favorably report bills 
which will cover the subjects of this presentation. 

Thank you very much. 

Mr. Aspinatu. I would like to ask you the same question that I 
asked the representative of the DAV. 

That is, your evaluation of all of these bills to which you have 
testified have been made by your committee and by your authorizing 
organizations within the last year, is that correct? 

Mr. Corcoran. Yes, sir. Actually, the device that exists within 
the Legion setup which insures a current evaluation is this: First of all, 
any Legion resolution calling for legislation loses its effectiveness or 
dies at the close of a Congress unless it was adopted immediately 
preceding a Congress and then it lasts through that. The second 
phase of the device is that an Insurance Advisory Board meets 
annually in February and considers at that time any legislation 
pending before this committee. 

Mr. Asprnauu. I would like to ask two questions on your presenta- 
tion for H. R. 920 and 2210 and similar bills which have been intro- 
duced since that time. 

On the bottom of page 4 you make a rather sweeping statement: 

We do not believe that these veterans were adequately advised of their insurance 
rights, until a considerable time had elapsed after it was made available, and conse- 
quently have concluded that large numbers of them lost their opportunity to get 
the insurance through no fault of their own. 

What information do you have at hand for that statement, or on 
what do you found your belief? 

Mr. Corcoran. May I ask again for Mr. Stevens to reply to that? 

Mr. AspINALL. Yes. 

Mr. Stevens. May I say that in the early years after the enactment 
of the act of April 25, 1951, it took a good year, Mr. Chairman, for the 
Armed Forces to get themselves in shape to let these folks know at 
the time of separation that while the servicemen’s indemnity coverage 
continued for the 120 days after their separation, they might at the 
same time apply for the veterans’ special term insurance. They did 
not get around to that in the first year and we are convinced of that. 
Mr. Corcoran in his statement as to the service-disabled veterans 
insurance shows that it was 16 months after that program was placed 
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into effect before the Veterans’ Administration announced its proce- 
dures to its field stations to notify the veterans whose service connec- 
tions were established for compensation purposes that they might 
have a potential eligibility for the curvies-disukaad veterans’ insurance. 

It was in July 1953—2 years and 3 months later—that VA first 
inaugurated the procedures for notifying those veterans who had had 
cunstiitiindiad disability determined for hospital and vocational 
rehabilitation purposes, for example. 

We know that there are thousands of veterans who would have 
applied had they been informed and, as Mr. Corcoran said, unfor- 
tunately, this gratuity, the servicemen’s indemnity, which we did not 
support, made them indifferent to contract insurance. They did not 
realize the value of it and it did not dawn on them when they were 
briefed at the time of separation from active service that they had a 
benefit they would like to hold as veterans. 

Mr. Aspinatyt. What you are saying is that your study of the 
situation convinced you that the same situation did not exist at that 
time as existed at the end of World War I and World War II, or 
separation from the service? 

Mr. Stevens. Yes, sir. Now we think they are adequately 
informed but the veterans special term insurance program is closed 
as of December 31, 1956. By the time they got around to informing 
them adequately, Congress closed the program. 

Mr. AspINALL. On page 5 of your statement you say: 

* * * the committee will see then that too many failed to take advantage of 
their right to obtain insurance * * *, 

What you mean is that the committee will be able to sée? 

Mr. Stevens. We are most hopeful, sir. 

Mr. AsprnaLu. Mr. Teague? 

Mr. Traaue of California. No questions. 

Mr. Aspinauu. Mr. Mitchell? 

Mr. Mitcuetu. No questions. 

Mr. Aspinatu. Do you have any position, Mr. Corcoran, upon 
H. R. 11577, which has just been introduced? 

Mr. Stevens. We have a copy of that. It would permit NSLI 
policyholders to obtain $10, instead of the present $5, per $1,000 
insurance, monthly total disability income for the extra premium 
charge provided through the Insurance Act of 1946. It was intro- 
duced March 24, 1958, so not considered by our board or commission. 
Mr. Corcoran and I have discussed it and believe they would consider 
it beneficial and worthy of support. 

Mr. Aspinauu. Thank you, gentlemen. 

Mr. Corcoran. Thank you, Mr. Chairman. 

Mr. Davis. We appreciate the opportunity of appearing before 
you, Mr. Chairman. 

Mr. AsprInaLu. The committee will stand adjourned until tomorrow 
morning at 10 o’clock. 
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FOREWORD 


The United States Government, through the Veterans Administration as the administering 
agency, operates two life insurance programs for veterans and servicemen. The insur- 
ance program which had its origin in World War I is known as United States Government 
Life Insurance (USGLI), and the program which had its inception in 1940 is called National 
Service Life Insurance (NSLI). The administrative expenses of these programs are borne 
by the U. S. Government. 


Pertinent information with regard to these programs and their various subdivisions is 
given in the following tabulation: 


Government Insurance Programs 


Ending Date 
Beginning for Is lt 
Date New Issues Participating? Issued to Whom ? 


USBGLI ...% oes Jan. 1919 April 1951 Yes Generally to veterans 
of World War I 
NSLI 
1. Regular. ous Oct. 1940 April 1951 Yes Generally to veterans 


of World War ll 


2. Veterans Special 
Term Ins... Apr. 1951 Dec. 1956 No Veterans separated 
from service with- 
out a service-con- 
nected disability. 


3. Service-Disabled 


Veterans Ins. Apr. 1951 Still open No Veterans separated 
to new issues from service with a 
service-connected 

disability. 


According to law the USGLI program is segregated and administered separately from the 
NSLI, Within NSLI the participating is similarly segregated from the non-participating. 
To accomplish this, four Funds have been established in the U.S. Treasury, namely, a 
participating USGLI Trust Fund, @ participating NSLI Trust Fund, and two non-participating 
NSLI revolving Funds. Each Fund is credited with its own premium, investment, and 
other income and similarly debited with its own disbursements. In all respects these 
Funds are administered as if they were separate life insurance companies. 


Dividends payable to USGLI policyholders arise only from earnings in the USGLI Fund. 


Similarly, dividends to NSLI policyholders are the result of earnings in the NSLI partici- 
pating Fund only 


In the participating programs the U.S. Government according tolaw reimburses the Funds 
for all claim losses traceable to the extra occupational hazard of military service. During 
peacetime these reimbursements are a relatively small percentage of the total claim 
losses. For example, on the actual deaths of 1956 only 3% were extra hazard in the NSLI 
Fund and 2% in the USGLI Fund. No reimbursements are required in the non-participating 
revolving Funds since the Government underwrites the entire program and authorizes 
appropriations if necessary. 


A USGLI policy provides for both a death benefit and a permanent total disability benefit 
without terminal age which matures the policy and pays the face and interest in instalments 
over 20 years with such instalments continuing for life if disability continues. An optional 
total disability income benefit is available at an extra premium 


An NSLI policy provides for a death benefit and a total disability premium waiver benefit 


terminating at age 60. An optional total disability income benefit is available at an extra 
premium on the participating plans only. 


The maximum amount of all Government insurance on one life is $10,000. 


In the following pages are brief summaries and statistics relating to the insurance in force, 
the income and disbursements and the assets and liiabilities of each of these Funds. 


Wks Ada pital. W. Stina WL Weliconritr) 


WILLIAM A, POISSANT RALPH H. STONE H. T. WATERMEIER 
Chief Actuary Chief Insurance Director Controller 
Department of Insurance Department of Insurance Department of Insurance 
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SUMMARY OF OPERATIONS 


UNITED STATES GOVERNMENT LIFE INSURANCE 


This Fund was established in 1919 to handle the insurance converted from the War Risk 
Term Insurance of World War I. A total of approximately 1,150,000 of these converted 
policies was issued of which 360,782 policies for a total of $1,578,000,000 remain in 
force. Since this Fund was closed to new issues in April 1951 the insurance in force is 
decreasing at an accelerating pace, now in the neighborhood of 4% per year. 


The principal items of year-end assets and liabilities, and the income and disbursements 
for the calendar year 1957 are illustrated in the following charts. More detailed figures 


can be found on following pages. 


ASSETS 
Total = $1, 307, 587, 867 


U.S. TREASURY « OTHER 
CERTIFICATES OF oe 
INDEBTEDNESS 
89% 





INCOME 


Total = $75,017, 141 


INTEREST ON 
INVESTED 
ASSETS 
62% 


«a OTHER 
2% 





SURPLUS and LIABILITIES 
Total = $1, 307, 587, 867 
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SUMMARY OF OPERATIONS 


NATIONAL SERVICE LIFE INSURANCE (Par) 


This Fund was established in 1940 to handle the insurance program of World War II, 
Considerations of equity made it desirable to segregate the insurance operations of this 
new group of policyholders from the earlier group of World War I. Over 22 million 
policies were issued under this program of which about 5.4 million remain in force for 
a total amount of approximately $36 billions of insurance. The lapses were, of course, 
the heaviest at demobilization after the close of World War IJ. This was followed by 
heavy reinstatements and lapses in the intervening years until the Korean war when a 
large influx of new issues was recorded. In April 1951 the Fund was closed to new 
issues and only reinstatements now add to the in force totals. 


The principal items of year-end assets and liabilities, and the income and disbursements 


for the calendar year 1957 are illustrated in the following charts. More detailed figures 
can be found on following pages. 


ASSETS SURPLUS and LIABILITIES 
Total = $5, 845, 507,611 Total = $5, 845, 507, 611 







POLICY RESERVES 
38% 


U.S. 
S, TREASURY NOTES a OTHER 
95% 
3% 
— RESERVE FOR 
DIVIDENDS 
4% 








RESERVES FOR 
FUTURE INSTALMENTS 
ON MATURED 
CONTRACTS 
48% 


INCOME DISBURSEMENTS 
Total = $702, 797, 442 Total » $571, 803, 458 








NTEREST ON eee eee 
INVESTED if DIVIDENDS 


CASH 
ASSETS 38% a SURRENDERS 
24% 5 2% 


™ OTHER 5% 
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SUMMARY OF OPERATIONS 


NATIONAL SERVICE LIFE INSURANCE (Non-Par) 


Veterans Special Term Insurance 


This insurance was available without medical examination to veterans separated from 
service on or after April 25, 1951 and before January 1, 1957. It had to be applied for 


within 120 days after separation. 
newable non-convertible Term. 


The only plan of insurance written was a 5-year re- 


The principal items of year-end assets and liabilities, and the income and disbursements 
for the calendar year 1957 are illustrated in the following charts. More detailed figures 


can be found on following pages. 


ASSETS 
Total = $42, 336,630 







U.S, TREASURY 
CERTIFICATES OF 
INDEBTEDNESS 
97% 


INCOME 
Total = $19, 586, 645 


a~ INTEREST 
3% 


SURPLUS and LIABILITIES 
Total = $42, 336, 630 






OUTSTANDING 
« CLAIMS 
4% 


PREMIUMS 
13% 


“ RESERVES FOR FUTURE INSTAL- 
MENTS ON MATURED ONTRACTS 


DISBURSEMENTS 
Total = $5, 844, 779 


— < OTHER 
1% 
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SUMMARY OF OPERATIONS 


NATIONAL SERVICE LIFE INSURANCE (Non-Par) 
Service-Disabled Veterans Insurance 


This insurance is available to veterans separated after April 1951 who are suffering 
from a service-connected disability but who are otherwise insurable. The insurance 
must be applied for within one year after service connection of the disability is estab- 
lished by the Veterans Administration. All the regular NSLI plans of insurance, including 
5-year Term, are available. The premium rates are based on the Commissioners 194! 
Standard Ordinary Table of Mortality with 2 1/4% and are non-participating. 


The principal items of year-end assets and liabilities, and the income and disbursements 
for the calendar year 1957 are illustrated in the following charts. More detailed figures 


can be found on following pages. 


ASSETS 
Total = $2, 459, 125 


NG 


~- OTHER 
1% 


INCOME 
Total = $4, 160, 292 


CONGRESSIONAL 
APPROPRIATION 
36% 





*SEE NOTE ON PAGE 21 FOR EXPLANATION OF THIS ITEM, 


LIABILITIES * 
Total = $6, 785, 511 
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EXHIBIT OF INSURANCE IN FORCE 





RE 
NSLI | USGLI 
NO. OF AMOUNT OF | NO. OF AMOUNT OF 
POLICIES INSURANCE | POLICIES INSURANCE 
In Force End of 1956. . . . . . . . « « 5,401,104 $35,380,110,997 | 375,918 $1,632,084,220 
Insurance Reinstated or Replaced ... . 86,610 673,385,500 | 4,290 30,247,705 
Insurance Terminated By: 
| 
es Aveta) ieee 6 oS ss oo o 13,787 90,474,327 | 6,277 30,395,605 
Permanent Total Disability ..... . — sain | 2,106 10,447,861 
Lapse +--+ + + + + # ee ew we wee 39,530 310,986,112 668 5,299,961 
Cash Surrender ....-.+-+++ ++ -s 9,395 37,027,886 2,496 8,422,246 
All Other 52 221,000 7,879 29,601,075 
In Force End of 1957... +. ++ + + + 5,424,950 $35,614,787,172 | 360,782 $1,578,165,177 
Selected Year End Items: 
In Force on 5-Year Term Plan - - - + 3,245,353 $24,939,237,000 | 18,967 $ 120,506,218 
In Force-Prems. Waived a/c Disability 70,536 490,129,000 | xxx xxx 
In Force With Disability Income Rider . 83,292 642,548,500 | 26,006 160,200,601 
Average Amount Per Policy: ---- - xxx 6,565 i xxx 4,374 
Average Attained Age ---+-+- - . 36,6 years | 59.9 years 
\ 
Average Death Rate ......... 2.6 per 1,000 | 18,9 per 1,000 
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EXHIBIT OF INSURANCE IN FORCE 


NON-PARTICIPATING NSLI 


a ee a 














VETERANS SPECIAL | SERVICE- DISABLED 
Zs TERM INSURANCE | VETERANS INSURANCE 
NO. OF AMOUNT OF | NO. OF AMOUNT OF 
si POLICIES INSURANCE POLICIES INSURANCE 
0 In Force End of 1956 ....... . . . 695,280 $6,353,727,000 22,924 $ 199,698,806 
5 Insurance Issued. . . / : eee ee 48,392 448,944,000 | 8,209 74,432,500 
| 
Insurance Reinstated or Replaced .... . 1,763 16,361,000 | 124 1,164,000 
| 
| 
5 Insurance Terminated By: t 
] } 
Death. . oe elvis Sone 718 6,514,666 || 295 2,717,667 
1 
Lapse .....  tt@evsr dc aute aa 359,680,834 || 573 6,124,189 
t6 || 
; Cash Surrender ...... > eet’ xxx xxx I 62 458,630 
NE nn 5 a ie Dk eS te ee ee xxx xxx | 900K 200K 
| 
7 | 
In Force End of 1957 ...... +. «+ « 706,541 $6,452,836,500 I 30,327 $265,994,820 
| 
Selected Year End Items: 
4 | 
In Force on 5-Year Term Plan - - - - + 706,541 $6,452,836,500 || 17,152 $160,150,000 
In Force-Prems, Waived a/c Disability . 693 6,117,500 6,629 60,550,000 
1 
Average Amount Per Policy. .. . ; xxx 9,133 | x00 8,771 
14 
Average Attained Age ....... : 25.8 years | 26.9 years 
| 
Average Death Rate s * tnsrecreta 1.0 per 1,000 i] 11,7 per 1,000 
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INSURANCE IN FORCE BY YEARS 
UNITED STATES GOVERNMENT LIFE INSURANCE 


The following chart gives a history of the amount of insurance and number 
of policies in force by years since the beginning of this program. Barring 
any new legislation which would permit the addition of new issues, the 


trend is toward a gradual reduction of the in-force. 


The following chart similarly gives a history of the amount of insurance 
and number of policies in force by years since the beginning of this particular 
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towards a very gradual falling off in future years, 
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NATIONAL SERVICE LIFE INSURANCE 


Since this program is also closed to new issues the trend is 
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INSURANCE IN FORCE BY YEARS 
VETERANS SPECIAL TERM INSURANCE 


This insurance, available only on the 5-Year Renewable but Non-Convert- 
ible Term plan, was first issued in 1951, Since this program was closed 
to new issues in December 1956, the in-force should decline gradually in 
the years to come, 
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SERVICE-DISABLED VETERANS INSURANCE 


This program is the only one still open to new issues, With new business 
now running in the neighborhood of 8,000 policies a year, this in-force 
should keep increasing for many years in the future. 


! 
& 
f 


300 T : T Sry Car eperrse Py er er eee 





200 | 4 4 | 34 30 


| 
t 
| 
| 


AMOUNT OF INSURANCE IN MILLIONS 
SGNYSNOHL NI $31DI110d 10 838WNN 





1951 1952 1953 1954 1955 1956 1957 


End of Calendar year 








3714 VETERANS INSURANCE BILLS 


ANNUAL REPORT 





UNITED STATES GOVERNMENT LIFE INSURANCE 


STATEMENT OF INCOME 


CUMULATIVE 
TOTALS FROM ORI - 
CALENDAR YEAR GIN JANUARY 1919 
1957 TO END OF 1957 
PREMIUMS ..2. 2c ces cece ecceccve $26,778,008 $1,806,132,043 
These are the premiums received from policy- 
holders for insurance and disability income 
benefits including premiums waived because of 
disability. 
DIVIDENDS DEPOSITED TO AC- 
CUMULATE AT INTEREST... . 2c «see 1,011,939 15,484,555 
These dividends were deposited to accumulate 
at interest. 
INTEREST . 2. 6 0 0 6 @ 0 6 8 Se ewe 46, 436,542 1,275,820, 830 
This is the interest received on investments in 
U. S, Treasury Certificates of Indebtedness, on 
policy loans and on premiums paid in arrears, 
REIMBURSEMENT FROM THE 
55g) ay MOP OINDS 5 2s bp oe ee in es 790,652 140,742,929 
This is the contribution of the U. S, Government 
for death and disability claims due to the extra 
hazard of military or naval service, and for 
other obligations. 
ZUTAL, INCOME .scesec.eeees $75,017,141 $3,238, 180, 357 
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UNITED STATES GOVERNMENT LIFE INSURANCE 


STATEMENT OF DISBURSEMENTS 


CALENDAR YEAR 


1957 
DEATH BENMEBVITS «on ee woe eh es 6 ots $ 32,923,372 
These are the actual cash payments made to 
beneficiaries. Where benefits are paid in instal - 
ments only the installments paid and not the full 
face amount of claims incurred are included. 
TOTAL AND PERMANENT DISABILITY BENE- 
Pees: 3% & 6.6. ee Oe ee eee ee ee ew 11,137,079 
These are the actual cash payments made to in- 
sureds under the total and permanent disability 
provisions of the policy. 
MATURED ENDOWMENTS .......2-+2265 30,700,226 
Where the proceeds at maturity are paid in in- 
stallments, only the actual installments paid are 
included and not the full face amount. 
TOTAL DISABILITY INCOME BENEFITS ..... 1,015,515 
These disability benefits are premiums waived 
and monthly income payments made under the 
provisions of the total disability income riders 
GAGE GORE kite bt wt wee eee 5,077,153 
These are cash surrender values paid on con- 
tracts surrendered. 
DIVIDENDS TO POLICYHOLDERS ... Bian Wie 22,806,342 
This is the amount of dividends paid. 
DIVIDENDS ON DEPOSIT WITHDRAWN ...... 976,607 
These are the dividends (with interest), previ- 
ously left on deposit, withdrawn. 
INTEREST CREDITED ON DIVIDEND ACCUMULA- 
TIONS «§ 2.6 os ° ir enlwos a! « arerdtees q ets 269,882 
This is the interest added on dividends left to 
accumulate. 
ADJUSTMENTS IN LIENS AND RECEIVABLES .. 978 
These are liens and receivables written off. 
TOTAL DISBURSEMENTS ........... $ 104,907,154 


CUMULATIVE TOTALS 
FROM ORIGIN 
JANUARY 1919 

TO END OF 1957 


‘$ 598,563,417 


241,686,332 


398,754,570 


10,469,799 


238,831,248 


454,600,813 


7,828,089 


2,996,953 


2,360 


$1,953,733,581 
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UNITED STATES GOVERNMENT LIFE INSURANCE 
STATEMENT OF ASSETS AS OF DECEMBER 31,1957 


These are U, S, Treasury Certificates of Indebtedness issued to 
the USGLI Fund. 


Pe eee 6 a 6 ee We Roe © ee. ee ee ee 8 ee 118,214,417 


These are loans made to policyholders on the security of their 


policies. 
LIENS AND RECEIVABLES. ....22 2 cece eee eeve es 84, 936 
nes Ga ie ee Pte Fees SSMS Se 6 ee ee 8 8 1,720,424 


This is the amount maintained as a working cash balance. 


MEGRUEDINTEREST cs we Fe wee ese en ees ewe ews 22, 909, 247 


This is the interest earned andaccrued, but not yet due and payable, 
on investments to the end of the year. 


MISCELLANEOUS ASSETS. ... 2 ce cscevceceeevves 231, 843 


This includes amounts due from the U. S, Government on extra 
hazard claims and other miscellaneous assets. 


PEPE sore se be 2.0 6 08 ww Se wlseere 5 0 (Sig SeT Ser. Se7 
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UNITED STATES GOVERNMENT LIFE INSURANCE 
STATEMENT OF LIABILITIES AS OF DECEMBER 31, 1957 


POLICY RESERVES . soe ao eee wee eS ny 


This amount together with future premiums and reserve interest 
is considered necessary to assure the payment of all future policy 
benefits, It is determined in accordance with accepted actuarial 
principles. 


RESERVE FOR FUTURE INSTALLMENTS ON MATURED CON- 
SRACTS cece cn ee hee OE eS ee Ss ae 207, 141,378 


This is the amount set aside to provide for the payment of future 
installments to insureds and beneficiaries on proceeds payable to 
them in monthly installments, 


RESERVES FOR TOTAL DOBADIAITY 4.4.2.0 6 0 04 4 «Ue 12, 386, 819 


This is the reserve for the total disability income benefit (Section 31]). 


POLICY CLAIMS CURRENTLY OUTSTANDING, oe we ee we ele 5, 845,510 


These are claims in process of settlement, and estimated claims 
that have occurred but have not yet been reported, 


RESERVE FOR DIVIDENDS. . . U.S S OR WOR eee eis 54,000, 000 


This is the amount set aside for the payment of dividends in 195¥, 
including a special 1958 dividend. 


RESERVE FOR DIVIDENDS DEPOSITED WITH INTEREST. .... 7,794, 283 


This is the amount of dividends (with interest) on deposit in the 
USGLI Fund, 


RESERVE FOR PREMIUMS PAID BEYOND DECEMBER 3l. .... 3,231,811 


This is the present value of premiums paid beyond December 31. 


UNASSIGNED FUNDS (SURPLUS) ...-2c«cccceccecevvevveccvee 105, 758, 321 


These are funds in excess of regular reserves. They provide an 
additional safety margin against unexpected contingencies. 


TOTAL LIABILITIES . 0 ew sw ee beeen co 0 6 8 6 6 o Ghg SOT, SET, C67 
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NSLI TRUST FUND 


STATEMENT OF INCOME 


CUMULATIVE 
TOTALS FROM OR- 
CALENDAR YEAR IGIN OCT. 1940 
1957 TO END OF 1957 
PREMIUMS... . oe 8 © ow 8 8 eS 5 o ORTS, eb; 008 $ 7, 943,422, 871 
These are the premiums received from policy- 
holders for insurance and disability income 
benefits including premiums waived because of 
disability. 
og |) a a ee ee ee ee a a 169, 972, 714 2,129,281, 595 
This is the interest received on investments in 
U. S, Treasury notes, on policy loans and on 
premiums paid in arrears, 
REIMBURSEMENT FROM THE i 
OU, Be GOVEMMEEIRe wt ttt tet 17, 323, 906 4,699, 248, 130 
i 
This is the contribution of the U, S, Government | 
for death and disability claims due to the extra | 
hazard of military or naval service, for gratui- 
tous insurance, and for other obligations. 
DIVIDENDS LEFT ON CREDIT 
Se Den ss tee es ee et te ew 8 36,074, 314 261, 941, 573 


These dividends were credited to insureds or 
were deposited to accumulate at interest. 


TCR. cs ee 6s ee ew) 6S, 797,482 $15,033, 894, 169 
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NSLI TRUST FUND 


STATEMENT OF DISBURSEMENTS 


CUMULATIVE 
TOTALS FROM OR - 
CALENDAR YEAR IGIN OCT. 1940 
1957 TO END OF 1957 
BREATH Re ee 6c’ & de Ot & ace) be Soe the $ 314,389,066 $4,331,723,088 
These are the actual cash payments made to ben- 
eficiaries, Where benefits are paid in install- 
ments, only the installments paid and not the full 
face amount of claims incurred are included, 
MATURED ENDOWMENTS .....54+se0e6 201, 861 562, 120 
Where the proceeds at maturity are paid in 
installments, only the actual installments paid 
are included and not the full face amount. 
DISABILITY BENEFITS. ...++-s-e-ceec8e 9, 700,793 166, 880, 357 
These disability benefits are premiums waived 
and monthly income payments made, 
CASH SURRENDERS ....2+sesseeeceee 11,688, 748 115,092, 520 
These are cash surrender values paid on con- 
tracts surrendered, 
DIVIDENDS TO POLICYHOLDERS....... 214,414,367 4,503,078, 077 
This is the amount of dividends paid, 
DIVIDEND CREDITS AND 
DEPOSITS WITHDRAWN ....++-seees 18, 406, 705 153, 883, 147 
These are the dividends that were previously 
credited or left on deposit and later withdrawn, 
INTEREST PAID OR CREDITED 
ON DIVIDEND ACCUMULATIONS ...... 2,707,590 11,244, 637 
This is almost entirely the interest added on 
dividend credits and deposits, 
ADJUSTMENTS IN LIENS AND RECEIVABLES - 294, 328 589,748 
These are liens and receivables written off, .« 
TOTAL DISBURSEMENTS $ 571,803,458 $9,283,053,694 


24295 O—58 7 15 
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NSLI TRUST FUND 


STATEMENT OF ASSETS AS OF DECEMBER 31,1957 
i Mp SOUR MED. wc 8 nn 8 oS eM ee 0 oo OB SEE, 820,000 


These are U. S, Treasury Notes issued to the NSLI Fund, 


POLSCT LOANS <« sce ewes see eeseneeaee ee eee 200, 919, 448 


These are loans made to policyholders on the security of their 
policies. 


LIENS AND RECEIVABLES ....-cscsesceeveteveeseee 1, 286, 147 


RE a eae ee fe ee ee ee a 8, 324, 880 


This is the amount maintained as a working cash balance. 


ACCRUED INTEREST ...2 + ce ee eee ese eee vee se 87,725,723 


This is the interest on investments which has been earned and has 
accrued to the end of the year. It is not yet due and payable. 


MUCH IG AMUSE AGUETSE 5 6 6s <6. 0 diveormrobiow oars 6, 941, 413 


This includes amounts due from the U. S, Government on extra 
hazard claims and other miscellaneous assets, 


TOTAL ASSETS .«.«s2eecersceerece eevee eveee $ 5, 845, 507,611 
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NSLI TRUST FUND 





STATEMENT OF LIABILITIES AS OF DECEMBER 31, 1957 


RESERVE FOR FUTURE INSTALLMENTS ON MATURED CON- 
TRAGIC 0. ¢ © ©. 6)9 0.6 .0)5 0 Seem «0 0 ec 0 08 


This is the amount set aside to provide for the payment of future 


installments to beneficiaries on proceeds payable to them in 
monthly installments. 


POLICY RESERVES <«+«:cceeeceeveeveeeves eee e@ 


This amount together with future premiums and reserve interest 
is considered necessary to assure the payment of all future policy 
benefits, It is determined in accordance with accepted actuarial 
principles. 


PREMIUM WAIVER DISABILITY RESERVES+ + +++ +++ 28 « « 


These are the reserves for the premium waiver benefits. 


TOTAL DISABILITY INCOME RESERVES a 2 © «¢ 6 6 8 @ 


These are the reserves for the disability income benefits, 


POLICY CLAIMS CURRENTLY OUTSTANDING «+ ++ +++ «+ « « 


These are claims in process of settlement, and estimated claims, 
that have occurred but have not yet been reported, 


RESERVE FOR DIVIDENDS DECLARED. ....cseeeecceee 


This is the amount set aside for the payment of dividends in 195J, 
including all dividends due and unpaid, 


RESERVE FOR DIVIDENDS LEFT ON CREDIT OR DEPOSIT .. . 


This is the amount of dividends (with interest) left as a credit or 
on deposit, 


RESERVE FOR PREMIUMS PAID BEYOND DECEMBER 31 .... 


This is the present value of premiums paid beyond December 31, 
UNASSIGNED FUNDS (SURPLUS)... .+«+«+e+seeecevres 


These are funds in excess of regular reserves. They provide an 
additional safety margin against unexpected contingencies, 


TOTAL LIABILITIES. « « © «+ © ee © © + © we we wo we oO ow 


- $2,799, 058, 780 


- 2,096, 107, 752 


. 111, 145, 381 


6, 870, 350 
: 16, 952, 826 
: 239, 788, 038 
* 109, 679, 302 
; 78, 108, 018 
3 387,797, 164 


. $ 5, 845, 507,611 
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VETERANS SPECIAL TERM INSURANCE FUND 


STATEMENT OF INCOME AND DISBURSEMENTS 


PREMIUMS . cc eee eee ee ee ete 8 


These are the premiums received from policy- 
holders including those waived because of dis- 
ability. 


PUEUG tcc ewe ee wm ewe eee tee 


This is the interest received on investments in 
U. S. Treasury Certificates of Indebtedness and 
on premiums in arrears. 


TOTAL INCOME 


CALENDAR YEAR 
1957 


$ 18, 937,929 


648,716 


$ 19, 586, 645 


DISBURSEMENTS 





DEATH BENEFITS «+ «cs esecececvecee 


These are the actual cash payments made to ben- 
eficiaries. Where benefits are paid in install- 
ments, only the installments paid and not the full 
face amount of claims incurred are included, 


DISABILITY BENEFITS ..+ ++ «+e 


These are premiums waived, 


ADJUSTMENTS IN LIENS AND RECEIVABLES . .« 


These are liens and receivables written off, 


TOTAL DISBURSEMENTS 


$ 5,797,551 


27,151 


20,077 


2 $ 5,844,779 


CUMULATIVE 
TOTALS FROM OR - 
IGIN APRIL 1951 


TO_END OF 1957 


$ 55, 813, 123 


1,090, 664 


$ 56, 903, 787 


$ 14, 990, 766 


53,747 


20, 121 


$ 15,064, 634 
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VETERANS SPECIAL TERM INSURANCE FUND 


STATEMENT OF ASSETS AND LIABILITIES AS OF DEC. 31, 1957 
U. S. TREASURY CERTIFICATES + +++ ++ e+ © © © © © © © © « §$ 40,982,000 


These are U. S, Certificates of Indebtedness 
issued to this Fund, 


POET ER wc cw eS CMC MCT KMS Ow Se we 1,729 
CASH ea tesa 4a ee & S's 684 OS eS SS ee Ss 855, 425 
This is the amount maintainedas a working cash 
balance, 
ACCRUED INTEREST: © -scecececececeveesecevseeveesese 497, 476 


This is the interest on investments which has been 
earned and has accrued to the end of the year. 
It is not yet due and payable. 


TOTAL ASSETS... «sc cecrececeveseevecesnevvecs eo « $42,336, 630 


LIABILITIES 


POLICY RESERVES ..+:+-+«cececeeceseveseseeecece ec $ 1,935,474 


This isthe reserve on the term contracts inforce 
at the end of the year. 


PREMIUM WAIVER DISABILITY RESERVES ..+++ +++ ee « 1, 038, 487 


These are the reserves for the premium waiver 
benefits. 


RESERVE FOR FUTURE INSTALLMENTS ON 
MATURED CONTRACTS .. 2.2. cc cccececveseecvseee 3,010, 198 


This is the amount set aside to provide for the 
payment of future installments to beneficiaries 
on proceeds payable to them in monthly install- 
ments, 


RESERVE FOR PREMIUMS PAID BEYOND 


DECEMBER 31. «2 ss ececcersvreeeeseevveeenee ts ss 5, 441,045 
This is the value of premiums paid beyond 
December 31. 

POLICY CLAIMS CURRENTLY OUTSTANDING .....24+s2+s++seee6e 1,502,549 


These are claims in process of settlement, and 
estimated claims that have occurred but have not 
yet been reported, 
UNAS Fume Carpina) «0. ccicetiececeecenenndseon ec OG 29, 408, 877 
These are funds in excess of regular reserves, 


They provide an additional safety margin against 
unexpected contingencies, 


TOTAL LIABILITIES .. 2. we eee eer eevee seve cs « $42,336, 630 19 
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SERVICE-DISABLED VETERANS INSURANCE FUND 


STATEMENT OF INCOME AND DISBURSEMENTS 


CALENDAR YEAR 


1957 
CONGRESSIONAL APPROPRIATION . $ 1,500,000 
These are advances to the Fund, 
PREMIUMS .... 2,655, 700 
These are the premiums received from policy- 
holders including those waived because of dis- 
ability. 
SMEMEMOS ccc eee eee e ease e eens 4,592 
This is the interest on premiums in arrears and 
on policy loans, 
TOTALINCOME ..... $ 4,160,292 
OR ae) aie a 
DEATH BENEFITS $ 2,443, 987 
These are the actual cash payments made to ben- 
eficiaries. Where benefits are paid in install- 
ments, only the installments paid and not the full 
face amount of claims incurred are included, 
DISABILITY BENEFITS ..... 789,117 
These are premiums waived. 
CASH SURRENDERS ....+.++se cesses 42, 134 


These are cash surrender values paid on con- 
tracts surrendered, 


TOTAL DISBURSEMENTS, .....2.+6s $ 3,275,238 


20 


CUMULATIVE 
TOTALS FROM OR- 
IGIN APRIL 1951 
TO END OF 1957 


$ 4,500,000 


6, 917, 747 


6,972 


$ 11,424,719 


$ 6,467,319 


2,428, 392 


74,351 


$ 8, 970, 062 
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SERVICE-DISABLED VETERANS INSURANCE FUND 


STATEMENT OF ASSETS AND LIABILITIES AS OF DEC. 31, 1957 


CASH $2,223,274 


This is the unexpended cash balance. 


PEwee See «6s! 6. ee Soe ee 6 8 SR eo Fe ee eS * OS 6 227,934 
These are loans made to policyholders on the security of their poli- 
cies. 
LIENS AND RECEIVABLES .§. «2 sce evcvevetecwe ee ce bw 3, 449 
ACCRUED INTEREST: pce we ewe wee ee ee ewe We 4,468 


This is the interest on policy loans which has been earned and accrued 
to the end of the year. It is not yet due and payable. 


TOTAL ASSETS 60 ee ORO B® OT SOW OTE $2,459, 125 


LIABILITIES & 


GOO VAGUE io. 4 0 ks Os Ot Re ee ee a ee ke $4, 630, 153 


These are the cash values payable on the contracts in force at the 
end of the year if they were to be surrendered at that time. 


RESERVE FOR FUTURE INSTALMENTS ON MATURED 


CONTRACTS. 1, 334, 341 
This is the amount set aside to provide for the payment of future 
instalments to beneficiaries on proceeds payable to them in monthly 
instalments. 
RESERVE FOR PREMIUMS PAID BEYOND DECEMBER 31... . 274, 647 
This is the present value of premiums paid beyond December 31. 
POLICY CLAIMS CURRENTLY OUTSTANDING .....+4+46-s 546, 370 
These are claims in process of settlement, and estimated claims 
that have occurred but have not yet been reported. 
TOTAL LIABILITIES. . . 2.2. ee eee ee eevee e $6, 785,511 


*The liabilities shown in the above tabulation represent payments that would have to 
be made if this Fund were dissolved as of December 31, 1957. 


Since this Fund insures medically substandard lives at standard rates of premiums, 
the ensuing losses are met by periodic Congressional appropriations and the Fund is 


operated on virtually a pay-as-you-go basis. 


Any attempt to capitalize future losses, such as is done under a conventional method 
of valuation, would be of little practical value. 
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STATEMENT OF EARNINGS, DIVIDENDS, AND SURPLUS 


UNITED STATES GOVERNMENT LIFE INSURANCE FUND 


1, Unassigned Funds (Surplus) as of December 31, 1956. . . . .. . $142,001,597 
a. Income (Page 10) .....+ ++ + $75,017,141 


b. Disbursements-Exclusive of 
Dividends- (Page 11) . ... -« 82, 100, 812 


c. Net Decrease in Reserves 
Adjusted for Accruals .... .- 25, 646, 737 


d. Gain from Operations Before 
Dividends (a=-b+c) . «+ 2c ccecs ce ce co ce §$ 18,563,066 


e. Regular Dividends Paid .....+2++2+++e2e oe @ 22, 806, 342 
f, Loss from Operations After Regular Dividends. . 4, 243,276 


g- Reduction in Surplus Due to Having Set Up a 
Reserve for Payment of a 1958 Special Dividend. $ 32,000,000 


2. Unassigned Funds (Surplus) as of December 31, 1957 (l-f-g) . - $105,758,321* 


*Note:-The dividend program in effect in this Fund contemplates a gradual 
reduction of the surplus through special, termination, and annual dividends in 
excess of gross earnings from operations. 


NATIONAL SERVICE LIFE INSURANCE FUND 


1, Unassigned Funds (Surplus) as of December 31, 1956, . . . . . . $392,556,618 
a. Income (Page 14)... ... « - $ 702,797,442 


b. Disbursements-Exclusive of 
Dividends- (Page 15).....-. 357, 389, 091 


c. Net Increase in Reserves 
Adjusted for Accruals ..... 135, 753, 438 


d,. Gain from Operations Before 
Diviiendis Ga-Be8se i WE Se Be Sec ww 6 6 HBO, 654; M18 


@. Dividends Paid. . ... ss eevee ersee 214, 414, 367 
f, Loss from Operations After Dividends ..... 4,759, 454 


> 


2. Unassigned Funds (Surplus) as of December 31, 1957 (l-f), . . . . $387,797,164 
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STATEMENT OF EARNINGS AND SURPLUS 


VETERANS SPECIAL TERM INSURANCE FUND 


1, Unassigned Funds (Surplus) as of December 31, 1956+ + + + «+ + + $16,697,273 
a. Income (Page 18)* + + + ++ + + §$ 19,586,645 
b, Disbursements (Page 18) + + «+ + 5, 844,779 


c. Increase in Liabilities Adjusted 
foe Aeereblis 1. «6 a tb te 6 8 1,030, 262 


d. Gain from Operations (a-bec) . ...+-e« eee $ 12,711, 604 


2. Unassigned Funds (Surplus) as of December 31, 1957 (ltd) . .. + $29,408,877 


SERVICE-DISABLED VETERANS INSURANCE FUND 


1, Cumulative Loss as of December 31, 1956+ + ++ + + © © © «  » $ 5, 865, 525 


a. Income (Other than 
Congressional Appro,) (Page 20) .$ 2,660,292 


b. Disbursements (Page 20) + + + + + 3,275,238 


c. Increase in Liabilities Adjusted 
for Accruals . + « « « « « oe « 8,345,935 


d. Loss from Operations (a-b-c) . . . « « « « © «© © $2,960, 861 


2. Cumulative Loss as of December 31, 1957 (l+d) . . . . . 2. 4 2 « « $ 8, 826, 386 
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TUESDAY, APRIL 15, 1958 


Hovust or REPRESENTATIVES, 
COMMITTEE ON VETERANS’ AFFAIRS, 
SUBCOMMITTEE ON INSURANCE, 
Washington, D. C. 

The subcommittee came to order at 10 a. m., Hon. Wayne N. 
Aspinall (chairman of the subcommittee) presiding. 

Mr. AspiInaLuL. The subcommittee will come to order. 

The meeting this morning concludes the hearing on the 37 insurance 
bills to which reference was made yesterday and which are pending 
before the subcommittee. 

We are glad to have with us this morning the gentleman from 
Virginia, Hon. W. M. Abbitt, who desires to make a statement in 
support of his bill, H. R. 4356. 

You may proceed, sir. 


STATEMENT OF THE HONORABLE W. M. ABBITT, REPRESENTA- 
TIVE IN THE CONGRESS OF THE UNITED STATES FROM THE 
STATE OF VIRGINIA 


Mr. Aspirr. Mr. Chairman, I appreciate the opportunity of 
appearing before this committee in support of the bill that I intro- 
duced, H. R. 4356. 

In my opinion, this bill or some similar measure should be passed 
so as to give fair treatment to the veterans of the Korean war. I realize 
you have given great thought to this matter and have received an 
abundance of evidence showing the need of some legislation on this 
phase of our veterans’ insurance program. 

As a part of my statement to the committee, I would like to include 
a statement by Hon. A. Robbins, Jr., editor and publisher of the 
Hopewell News, a daily newspaper published at Hopewell, Va. Mr. 
Robbins is an outstanding student of government, and he is vitally 
interested in the veterans of America. His statement is as follows: 


STATEMENT OF A. RoBBINS, JR., EDITOR AND PUBLISHER OF THE HOPEWELL NEws, 
A Dartty NEWSPAPER PUBLISHED AT HOPEWELL, Va. 


I feel very strongly that we have done a grave injustice to our veterans of the 
Korean war by not allowing them the same. opportunity to have permanent 
life insurance that our Government has provided for the veterans of World 
Wars I and II. 

While the purpose behind the enactment of Public Law 23, 82d Congress, 
approved April 25, 1951, was apparently to take the Government out of the 
insurance business, it has meant that we have not treated our Korean veterans 
fairly. 

It does not matter now that those who served during the Korean war received 
this term insurance free while in service. They had no choice in the matter. 
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Even if the veterans of both World Wars had to pay for term insurance while in 
service, they certainly got all the best of it by being able to convert to permanent 
plans. 

The records show that a total of 6,807,000 men entered the service between 
June 27, 1950, and January 25, 1955, which is the recognized period of the Korean 
war. It is revealing that only 803,026 of these elected to take out this veterans 
special term insurance after they were discharged. It is further revealing that 
99,728 of them have dropped their policies. In fact, 31,000 have dropped their 
policies in the period between February 1957 and February 1958. T poune 
this was in disgust at the slowness of the Congress to correct the injustice done 
them. 

I have my Government life insurance from World War I. My oldest son has 
his Government life insurance from World War II. But my youngest son, who 
served for 16 months in Korea, has nothing. On my recommendation he took 
out this nonparticipating, nonconvertible 5-year level premium term insurance 
when he was discharged. During 1957, when not even hearings were held on 
bills to correct this discrimination, he gave up his Government insurance on my 
recommendation. 

Three years ago I wrote to every member of the House Committee on Veterans’ 
Affairs in regard to this matter. Representative Frank W. Boykin sent my letter 
to H. V. Higley, Administrator of Veterans’ Affairs. Under date of June 3, 1955, 
Mr. Higley wrote in part: 

“Five-year level premium term insurance is not designed to afford insurance 
on a lifetime basis. It is designed to provide protection for short periods of time. 
At the younger ages of life or even at the early middle ages, the increase in pre- 
miums at successive renewals is moderate and is generally absorbed without any 
difficulty on the part of the insured. At the later ages of life, the renewal pre- 
mium increase becomes more and more substantial, and its effects progressively 
more burdensome, and to make matters worse, this happens at a time when 
one’s earnings are reduced. It was to obviate these difficulties that level premium 
permanent plans of insurance were designed. Under these plans an insured pays 
a larger premium in the early years of life in order to be relieved of these burden- 
some increases in later life. 

“The real difficulty is that most of these Korean veterans who did take out this 
special term insurance will have thrown their premium money down the drain 
unless the Congress acts quickly. For the premiums will get so high they will be 
forced to drop their policies long before they really need them most. 

“Right now, while these young men are forming families, having children, 
buying homes, getting established, is when they need the same benefits from 
permanent, participating life insurance that our Government gave to veterans of 
both world wars. 

“Already the Government has made money out of this term insurance for 
Korean veterans as only 1,994 of the original 803,026 who took out this insurance 
have died. 

“Don’t you gentlemen really agree that it is high time we gave our Korean 
veterans the same break that other veterans received from their Government? 
The Congress should certainly enact a bill at this session which would provide for 
the conversion of Korean veterans’ term policies into permanent plans and make 
them fully participating from the date of issue. 

“However, it is obvious that if this is to be fair to all Korean veterans there must 
be another bill, or a provision in the same bill, which would reopen for at least 1 
year their right to obtain this insurance upon application, tender of premiums, and 
proof of good health, if they have not previously applied or have dropped their 
term insurance. 

“T earnestly urge you gentlemen to correct his situation by recommending the 
enactment of suitable legislation at the earliest possible moment.” 


Thank you, Mr. Chairman. 

Mr. AsprnaLui. Thank you, Mr. Abbitt, for your appearance before 
the subcommittee. 

I understand that Mr. John R. Holden of the AMVETS is ill this 
morning and is unable to be present. Unless there is objection, his 
statement will be received and printed in the record as if read. Hear- 
ing no objections, it is so ordered. 

(The statement is as follows: ) 
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STATEMENT OF JOHN R. HoupEeN, NATIONAL LEGISLATIVE DirREcTOR, 


AMVETS 


Mr. Chairman and members of the committee, we of AMVETS 
appreciate this opportunity to present a brief statement expressing 
our views on some of the legislation pending before your committee. 

For several years, AMVETS national conventions have adopted 
resolutions seeking legislation that would grant to Korean conflict 
veterans the right to convert their 5-year level premium term insur- 
ance to permanent plans. It is the belief of AMVETS that the term 
insurance issued to Korean conflict veterans does not provide the 
best type of continuing protection. 

The premium on this type of insurance, of course, increases with 
each renewal of the expiring 5-year term. Term insurance was 
designed to offer protection for short periods of time and not over 
a lifetime. In youth and up to early middle age, premiums are 
relatively inexpensive. In advancing years, however, the cost of this 
type of insurance becomes prohibitive. The inevitable. result will 
be that many of these veterans will be forced to abandon this insur- 
ance at the time in life when insurance protection is most desirable. 

H. R. 11382, introduced by the distinguished chairman of this 
subcommittee, would alleviate this unfortunate situation by author- 
izing the conversion of term insurance issued under section 621 of 
the National Service Life Insurance Act. AMVETS endorses this 
measure and urges this committee to report H. R. 11382 promptly 
and favorably. 

AMVETS have witnessed evidence of considerable interest in legis- 
lation that would permit World War II and Korean conflict veterans 
to purchase national service life insurance for a limited time. At the 
most recent national convention of AMVETS, a resolution was 
adopted asking that all veterans with active service since October 8, 
1940, be given the right to purchase national service life insurance 
for a limited period of 2 years. 

The effective date of Public Law 23, 82d Congress, the statute ter- 
minating the right to purchase NSLI, was immediate rather than 
prospective. Thus, many World War II veterans had no warning 
of this drastic change. We respectfully urge that the committee give 
serious conside ration to reporting a measure that will permit persons 
with active service since October 8, 1940, to purchase NSLI. 

AMVETS have studied the provisions of H. R. 11577, a bill to 
increase the amount of total disability income benefits that may be 
purchased from $5 to $10 per $1,000 of insurance. Because of the 
obvious merit contained in this legislation, we urge that it be favorably 
reported. 

We are deeply appreciative of the fact that your subcommittee has 
moved to the consideration of these important measures. We respect- 
fully urge favorable action on them. 

Mr. AspiINALL. The next witness this morning will be Mr. Irvin 
Schloss, representing the Blinded Veterans Association. 

Mr. Schloss, we are pleased to have you before this committee, and 
we will listen with interest to your statement. 
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STATEMENT OF IRVIN P. SCHLOSS, EXECUTIVE DIRECTOR, 
BLINDED VETERANS ASSOCIATION, INC. 


Mr. Scutoss. Thank you, sir. 

Mr. Chairman and members of the Committee on Veterans’ Affairs, 
I sincerely appreciate the opportunity of appearing before the com- 
mittee to express the views of the Blinded Veterans Association on a 
specific aspect of the veterans’ insurance program with which the 
members of our organization have been concerned for many years. 
We are concerned about the fact that veterans with total service-con- 
nected disabilities were not permitted to increase their national service 
life insurance coverage to the $10,000 maximum when this privilege 
was granted to veterans less than totally disabled. Although standard 
insurance practices were undoubtedly the basis for this distinction, 
we feel that it was injust, since totally disabled veterans were made 
ineligible for this benefit solely because of their service-incurred 
disabilities. 

Our interest in this question has arisen because of several hardship 
cases called to our attention. The most recent case involved a veteran 
totally blinded in combat in World War II who, having no close 
relatives, did not take out any NSLI while in the service. He married 
after the war, but owing to his total eye disability, he was not per- 
mitted to take out NSLI and found civilian insurance too costly. If 
his eye disability rating had been 90 percent, there would have been 
no question of his obtaining NSLI coverage. Early last summer, this 
veteran died of a heart attack, a condition adjudicated as non-service- 
connected, leaving his widow in desperate straits. 

Probably more typical are the cases of veterans who took out only 
$2,000 or $3,000 worth of NSLI while in the service, became totally 
disabled in combat, and thus were not permitted to increase their 
NSLI coverage. We know of several cases of this type among blinded 
veterans in our organization. 

What about private insurance for veterans with service-incurred 
total disabilities? First, I should like to point out that totally dis- 
abled veterans have a more difficult time finding gainful employment, 
assuming they are physically able to work; and a substantial number 
of them must, therefore, depend exclusively on their disability com- 
pensation to maintain themselves and their families. Thus, they 
simply cannot afford private insurance, which costs one-third more 
than comparable NSLI. Add to this the usual rating—that is, an 
additional premium—on account of the disability, and the cost is in- 
creased by another 10 percent when the disability is blindness. A 
second point I would like to make is that private insurance companies 
will not grant insurance to some veterans with total service-incurred 
disabilities because of the nature of those disabilities. Thus, the vet- 
erans in this category cannot give their families adequate protection 
even if they could afford the higher cost of private insurance. 

I should like to call the committee’s attention to what we consider 
a glaring inequity. A veteran with a service-incurred disability rated 
by the Veterans’ Administration at 80 or 90 percent at the time of 
discharge could have increased his NSLI coverage to the $10,000 
maximum without any question, even though his disability was prog- 
gressive in nature and it was certain that he would be totally disabled 
in a year or 2. On the other hand, a veteran who became totally dis- 








VETERANS INSURANCE BILLS 3733 


abled immediately as a result of the same service-incurred condition 
was simply out of luck as far as increasing his NSLI coverage was 
concerned. This example is not farfetched. It is not unusual for eye 
disabilities to result in progressively worsening vision. 

Before discussing H. R. 10463, a bill before the committee designed 
to correct this longstanding inequity in the treatment of totally 
disabled veterans, I should like to make one more point to show that 
the basic premise for excluding totally disabled veterans from extend- 
ing their NSLI coverage—that is, curtailed life expectancy—was 
fallacious. There are disabilities rated at 90 percent or less which 
do shorten life expectancy, while there are totally disabling con- 
ditions—notably, blindness or loss of limbs resulting from injuries— 
which do not of themselves shorten life at all. 

H. R. 10463, which Congressman Teague was kind enough to 
introduce at our request, is the result of a resolution unanimously 
adopted at our last national convention. I have taken the liberty of 
submitting copies of this resolution. 

The provision in H. R. 10463 permitting totally disabled veterans 
to increase their NSLI to the maximum $10,000 on a premium-paying 
basis should be explained. As you know, totally disabled veterans 
who already had maximum NSLI coverage when they incurred their 
disability are on permanent waiver of premiums. In view of the fact 
that the entire concept of Government insurance for servicemen and 
veterans has been questioned from time to time in the years since 
World War II, it was felt by the sponsors of our convention resolution 
that H. R. 10463 would be more acceptable if the veterans it benefited 
were required to pay premiums. I should like to suggest an alterna- 
tive possibility. This would be to grant the totally disabled veterans 
concerned up to $10,000 of nonparticipating insurance. I realize 
that for all practical purposes, this would give totally disabled veterans 
up to $10,000 of free insurance coverage. However, in effect, totally 
disabled veterans who had the foresight to take out the maximum 
NSLI insurance while in the Armed Forces already have this benefit. 
And since it is the total service-incurred disability which was the basis 
for the exclusion in the first place, I personally believe that this special 
treatment is justified. 

I might add as another possibility that sound medical criteria could 
be established to determine life expectancy as far as some of the 
veterans now rated as totally disabled are concerned. 

We sincerely hope that the committee will act favorably on H. R. 
10463, or give consideration to the possibility of granting free non- 
participating insurance to the totally disabled veterans who did not 
have the privilege of increasing their insurance coverage as did less 
severely disabled veterans. I know that the veterans concerned 
would be grateful in either event. 

Thank you, Mr. Chairman. I would be glad to answer any ques- 
tions the committee might have. 

Mr. Asprnatu. Thank you very much, Mr. Schloss. The chairman 
states that he thinks this is one of the most effectively rendered state- 
ments that he has listened to for a long time. 

Mr. Scuioss. Thank you, sir. 

Mr. AspinaLL. Unless there is objection, the resolution which ac- 
companies the statement, which is Resolution No. 15, will be made a 
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part of the statement, immediately following Mr. Schloss’ presenta- 
tion. Hearing no objection, it is so ordered. 
(The resolution is as follows:) 
BLINDED VETERANS’ ASSOCIATION, 


Washington, D. C. 
Resouution No. 15 


Whereas veterans with a total service-connected disability were not permitted 
to increase their national service life insurance to the maximum $10,000 coverage 
as was the case with veterans rated 90 percent or less disabled by reason of a 
service-connected disability; and 

Whereas the only reason for this restriction was the veteran’s total service- 
incurred disability; and 

Whereas comparable life insurance issued by private companies is substantially 
more costly than national service life insurance; or requires the payment of higher 
premiums on account of the disability, thus making it even costlier; or is com- 
pletely unavailable on account of the disability; and 

Whereas all of these factors make it impossible for a veteran with a total 
service-incurred disability to provide for the needs of his family in the event of his 
death: Now, therefore, be it 

Resolved, That the members of the Blinded Veterans’ Association in national 
convention assembled in the city of Hartford in the State of Connecticut on 
August 24, 1957, do hereby authorize the officers and board of directors of the 
association to petition the Congress of the United States to enact legislation which 
would permit veterans with total service-incurred disabilities to obtain national 
service life-insurance coverage of $10,000 on a premium-paying basis determined 
by the age of the veteran at the time of application. 

Mr. Aspinauu. Mr. Schloss, do you know about how many veterans 
would be involved at this time as beneficiaries under the bill to which 
you have made reference, H. R. 10463? 

_Mr. Scutoss. No, sir; I do not. As far as blinded veterans spe- 
cifically are concerned, | believe it would be a relative handful. We 
just have not had very many requests for information about the bill 
from our membership, so that I would state that there are a com- 
ee small number who would be involved, really, as far as 

linded veterans are concerned. As far as the other total disability 
groups are concerned, I have no idea. 

Mr.. Aspinautu. Your request, of course, is for all and not just for 
one small group. 

Mr. Scutoss. Yes, sir. It is for all. 

Mr. AspinaLL. Does the gentleman from California have any 
question? 

Mr. TracueE of California. | certainly concur in the statement of 
the chairman, that this is a most effective presentation. I am sorry 
I missed the first part of it. I would like to compliment Mr. Schloss 
onaremarkable memory. I wish I had one-quarter as good a memory 
as he has. 

Thank you very much. 

Mr. Scutoss. Thank you, sir. 

Mr. Aspinauu. Mr. Mitchell? | 

Mr. MirtcueE.t. I would like to echo the sentiments of my colleagues, 
Mr. Schloss. I think that this was a most effective presentation. | 
personally was most interested in your alternative recommendation 
concerning the free insurance provision for the totally disabled in lieu 
of the provisions contained in H. R. 10463. I think it is something 
that the committee should give its consideration. 

Mr. Scuuoss. Thank you, sir. It would be appreciated. 

_ Mr. Asprnatyt. Who accompanied you at the witness table, Mr. 
Schloss? 
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Mr. Scuuioss. Mr. Street, on my left, our administrative assistant. 

Mr. Asprinauu. Let the record show that. 

Thank you very much. I guess there are no further questions. 

Mr. Scutoss. Thank you, sir. 

Mr. AspinaLL. The next witness will be Mr. Francis M. Stover, 
representing the Veterans of Foreign Wars. 

We are sled to welcome you, Mr. Stover. If there are any members 
of your staff you wish to bring up with you, we shall be glad to have 
them before us. 


STATEMENT OF FRANCIS M, STOVER, ACCOMPANIED BY NORMAN 
JONES, REPRESENTING THE VETERANS OF FOREIGN WARS 


Mr. Srover. Mr. Chairman and members of the committee, my 
name is Francis W. Stover, and | am the legal counsel to the national 
legislative service of the Veterans of Foreign Wars. I have with me 
this morning Mr. Norman Jones, who is the assistant rehabilitation 
and welfare director of the Veterans of Foreign Wars. 

Mr. AspINALL. Do you have a written statement with you? 

Mr. Stover. I am sorry, Mr. Chairman, I do not have a prepared 
statement, but will confine my testimony to extemporaneous remarks. 

We appreciate] the privilege and invitation to appear here this 
morning to present the views of the Veterans of Foreign Wars, as 
we interpret them. I would like to direct the attention of the com 
mittee to several Jongstanding resolutions of our organization’ One of 
these resolutions is as follows: 

A provision that any veteran otherwise eligible who is mentally incompetent 
within 120 days after discharge shall continue to be entitled to section 620 and 621 
insurance until 120 days after restoration to mental competency. 

Another resolution would amend the National Life Insurance Act 
to make section 621 insurance convertible and participating. 

I believe, Mr. Chairman, that you have a bill specifically in point. 
This has been a longstanding resolution of the Veterans of Foreign 
Wars and we heartily endorse your bill. 

In addition to these, we have had resolutions over the past years 
which would, in effect, approve the many pending bills to renew 
national life insurance. I will not read the whole resolution, but the 
Resolve clause of our Resolution 94 read as follows: 

Be it resolved by the 58th National Encampment of the Veterans of Foreign Wars 
of the United States, That we approve the pending bills H. R. 5401, H. R. 6003 
H. R. 6639, and S. 1560, that would renew the opportunity for those veterans 
aforementioned to be able to once more have the coverage for themselves which 
is available with national service life insurance. 

Another resolution which has been brought to our attention and 
has been before our delegates over the last few years would provide a 
constant maximum rate on United States Government life insurance 
term policies. We have asked the VA to draft a bill to carry out 
this mandate and we will have it introduced as soon as it is ready. 
As you know, the World War I veterans are now getting up in their 
sixties, and this term insurance, or the premium rate for it, is becom- 
ing almost unbearable for many of them. 

We do not go so far as the three bills which would mature these 
term policies that are being considered here today. We do not ask 
that they be matured. However, we would like to bring to your 
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attention our mandate which would establish a maximum rate. We 
feel that there must be some way that this problem can be worked 
out. While our resolution does not offer any hint along that line, we 
do feel that there should be some solution for these World War I men 
who now must pay an almost prohibitive premium rate. 

I would like to make a request at this time, if I may, to offer for 
the record these resolutions which I have been reading from, including 
others which were adopted at our last national encampment. 

Mr. Asprnatu. Unless there is an objection, the resolutions to 
which reference has been made will be printed in the record im- 
mediately following Mr. Stover’s presentation. Hearing no objection, 
it is so ordered. 

Mr. Stover. I have not directed myself to any of the specific 
bills under consideration, but I am sure the committee is aware of 
the many bills which would reopen the insurance program for 1 year. 
This resolution I believe has been on our minds; our encampmente 
have adopted resolutions along this line for the last 10 years. 

Mr. AspINALu. You have also made presentations on some of these 
bills in that respect heretofore. 

Mr. Stover. That is right. 

(The resolutions which were admitted above are as follows:) 


Resotution No. 9. GovERNMENT INSURANCE PROGRAM 


Be it resolved by the 58th National Encampment of the Veterans of Foreign Wars 
of the United States, That our national legislative service be directed to seek 
legislation, as follows: 

1, An amendment to the National Service Life Insurance Act whereby veterans 
of service on and after October 8, 1940, to September 2, 1945, and from June 27, 
1950, to January 31, 1955, uninsurable because of service-connected disabilities, 
shall have the right to purchase nonparticipating life insurance under section 620 
without regard to the present statutory time limits. 

2. An amendment to the National Life Insurance Act of 1940 to eliminate the 
date January 1, 1950, in section 602 (c) (2) (this will allow a person suffering from 
a service-connected disability to apply for the total disability income rider). 

3. An amendment to the National Life Insurance Act to permit reinstatement 
within 3 months after the expiration of the last term policy. 

4. Aprovision that any veteran, otherwise eligible, who is mentally incompetent 
within 120 days after discharge shall have entitlement to section 620 and section 
621 insurance until 120 days after restoration to mental competency. 

5. An amendment to the National Life Insurance Act to make section 621 in- 
surance convertible and participating. 

6. An amendment to the existing regulations to allow dividends to be prorated 
when insurance becomes a claim to save the insurance 

7. An amendment to permit all men who were in active service prior to January 
1, 1957, an opportunity to apply for insurance under the provisions of section 621. 

8. It is recommended that the national organization of the Veterans of Foreign 
Wars endorse 8.1088, 85th Gongress, to reopen the National Life Insurance Act 
for all purposes for 1 year. 

9. It is recommended that the Veterans of Foreign Wars oppose any separation 
of the present insurance program from the Veterans’ Administration. 

(Submitted by Departments of Alabama, Alaska, Arizona, California, Colo- 
rado, Connecticut, Delaware, District of Columbia, Florida, Georgia, Illinois, 
Indiana, Iowa, Maine, Maryland, Massachusetts, Michigan, Minnesota, Missis- 
sippi, Montana, New Jersey, New Mexico, New York, North Carolina, Ohio, 
Rhode Island, South Carolina, South Dakota, Tennessee, Vermont, Virginia, 
West Virginia, and Wisconsin, to committee on rehabilitation and welfare 
service.) 
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ReEeso.LuTion No. 58. AMEND NATIONAL SERVICE Lire INSURANCE AcT oF 1940 





Whereas the National Service Life Insurance Act of 1940, as amended, provides 
for a premium waiver on national service life insurance for total disability; and 

Whereas such premiums may be waived only if claim for waiver is made within 
1 year from the date total disability commences; and 

Whereas this restriction frequently prevents the Veterans’ Administration from 
restoring insurance in very deserving cases; and 

Whereas it is obvious that a severely disabled veteran is not physically nor 
mentally in a position to keep up with the volumes of laws and regulations govern- 
ing insurance: Now, therefore, be it 

Resolved, by the 58th National Encampment of the Veterans of Foreign Wars of 
the United States, That the Congress of the United States be called upon to amend 
the National Service Life Insurance Act of 1940, as amended, so as to remove 
the provision which requires totally disabled veterans and their beneficiaries to 
file a claim for waiver of premiums within 1 year from the date total disability 
commenced, 

(Submitted by department of Colorado to committee on rehabilitation and 
welfare service. ) 




















RESOLUTION No, 80. Constant Rate, TERM INSURANCE PAYMENTS 


Whereas it has come to our attention that several of our older members, who 
hold unconverted war rigk term insurance policies, are paying exorbitant premiums 
at accelerated yearly rates; and 

Whereas these premiums constitute a heavy drain on our aged members, whose 
dependents in most cases are also aged and can ill-afford the loss of this small 
financial protection, represented by the veterans’ insurance policy: Now, therefore 
be it 

Resolved, by the 58th National Encampment of the Veterans of Foreign Wars of the 
United States, That we petition the proper authorities, through our regular 
channels, to establish a constant and an even rate for term insurance payments at 
age 60 and upward, in order to eliminate the probability of the loss of this insurance 
to our comrades because of the excessive rate payments. 

(Submitted by department of Michigan to committee on rehabilitation and 
welfare service.) 


REesoLution No. 94. Approve PENDING Bitits To RENEw NSLI 






















Whereas many of the veterans of World War II and the Korean conflict have, 
through neglect or other means, allowed their national service life insurance to 
lapse and now the Congress of the United States of America has pending several 
bills that would enable them to renew this insurance, and the Senate of the 
United States of America has a bill pending to reactivate lapsed insurance; and 

Whereas this national service life insurance in its many choice forms is still the 
most reasonable available for some veterans, and the benefits derived therefrom 
are most beneficial to the family and relatives in the event of death: Now, there- 
fore, be it 

Resolved, by the 58th National Encampment of the Veterans of Foreign Wars of 
the United States, That we approve the pending bills H. R. 5401; H R. 6003; 
H. R. 6639, and 8. 1560 that would renew the opportunity for those veterans afore- 
mentioned to be able to once more have the coverage for themselves which is 
available with national service life insurance. 

(Submitted by department of New York to committee on rehabilitation and 
welfare service.) 





ReEso.tution No. 107. GI INsuRANCE PROGRAM 







Be it resolved, by the 58th National Encampment of the Veterans of Foreign Wars 
of the United States, That our national legislative service be directed to seek le; is- 
lation, as follows: ; 
(a) A provision that any veteran who has been granted a national service life 
insurance contract shall not be denied the privilege of reinstating any lapsed 
contract or contracts because of the condition for which service connection has 
been granted; 
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(b) An amendment to Public Law 23 so that veterans whose term periods have 
expired would have the same right to obtain new insurance as they had before 
the passage of Public Law 23; 

(c) An amendment to Public Law 148, 83d Congress, to provide reinstatement 
privileges within 3 months after the expiration of the insurance; 

(d) A provision that a veteran adjudged incompetent at time of se paration 
from service, or within 120 days thereafter, shall have indemnity protection until 
adjudged competent, and for a period of | 20 days thereafter. 

(Submitted by department of Oregon to committee on rehabilitation and wel- 
fare service.) 


Mr. Stover. At this time I would like to have Mr. Jones make 
some comments on some of these bills that are specifically under 
consideration. 

Mr. Jones. Thank you, Mr. Stover. 

I want to say first that it is a privilege to be here, Mr. Chairman, 


and testify with Mr. Stover for the Veterans of Foreign Wars. I: 


want to say that in referring to a bill or a group of bills on a particular 
subject, as favoring them, if I omit a bill or two that would accom- 
plish the same objective, it is purely by reason of the fact that we did 
not know of that bill. 

Also, if I do not mention any bills pertaining 40 subjects that I do 
not speak on, you can construe that to mean that we have no recom- 
mendations or comments to offer on those bills, but it does not neces- 
sarily mean that we would oppose them. I would be glad to respond 
to questions on any of those if you would like to ask questions later. 

The group of bills to reopen the insurance program as we have it are 
920, 1275, 2210, 3262, 4434, 5401, 5644, 6003, 6149, and 6639. This 
proposal is supported by paragraph 8 of our Resolution No. 9, and also 
our Resolution No. 94. I perhaps should mention that any reference 
to specific resolutions refer only to resolutions adopted by our last 
national cconvention unless otherwise stated. 

We believe this proposal is fully justified. The cut-off of the right 
to apply for new insurance in 1951 was extremely sudden. We 
believe the boys should be given a chance for 1 year to apply for new 
policies. I notice 1 or 2 of these bills include USGLI and some do 
not. We believe it should include veterans of World War I, World 
War II, and Korea up to January 1, of 1957. In other words, those 
that had a basic right to some type of insurance in the first place. 

It has been said and the VA report refers to this philosophy that the 
executive and legislative branches of the Government to withdraw 
from commercial activities, which certainly would refer to insurance. 
Actually, I think that is rather a moot question, because the VA is 
in the insurance program and is going to be for a long time to come. 
If we were asking for a new insurance program for veterans who enter 
the service hereafter, we would be extending the Government 
insurance program. But we are not asking for that. Of the group 
we are speaking of, the VA has a lot of them insured today, of that 
age group, so the program is going to last just as long, whether we 
bring in another part of that group or not. 

So I do not think the argument that the Government should get 
out of the insurance business has any particular bearing on reopening 
insurance rights for veterans of past wars. 

Mr. AspInaALu. Mr. Jones, may I ask you a question at this point? 

Mr. Jones. Yes; certainly. 

Mr. ASPINALL. Does your position go to the extent of requiring 
additional insurance if the insured is not carrying the maximum as 





VETERANS INSURANCE BILLS 3739 


well as carrying insurance in any amount, providing the time has 
expired? 

Mr. Jonss. I believe I would have to interpret the resolution to 
say that we are asking that the boys be given the right to apply for 
new policies under condition of the law, and the policies might be up 
to $10,000. 

Mr. Aspinatu. What if they were carrying policies of less than 
$10,000? Would your position go to extending that amount of what 
they are carrying up to the $10,000? 

Mr. Jones. I think I would have to say our official position would. 
We might say, too, that some boys did not have any insurance at all, 
and we are not proposing that they be limited, although, of course, 
in any bill which the committee may favorably report there may be 
such limitations. Our resolution does not impose any such limitations. 

The next group of bills I would like to discuss about are 11383, 
11382, 2207, and 4356. These bills deal with making section 621 
insurance convertible and/or participating. We would favor 11383, 
which would do both. 

Mr. Stover spoke of a group of World War I veterans, and I am sure 
the committee is aware of this—veterans who have term policies at 
high ages and high premium rates which are presenting quite a prob- 
lem. We believe if veterans of holding section 621 insurance are 
not given the right to convert those policies we are going to face the 
same problem with those veterans on a much larger scale in the future. 
We do not believe it would be more costly to the Government admin- 
istratively to maintain converted policies than it would term policies. 
At least, there would be very little difference. 

There are now, I think, over seven-hundred-and-some-thousands of 
section 621 policies. So you can see if we do not allow them to be 
converted, later on a lot of those boys are going to face high-term 
rates, and there will undoubtedly be requests for the Congress to 
give some relief. 

As to the participation aspect of these bills, we cannot anticipate, 
since we are not actuaries, the soundness of the fund in the future 
with respect to dividends, but it would appear that there would be 
some excess funds. Under the present law no additional veterans 
can be granted section 621 insurance, since it is a closed program, and 
we believe to whatever extent there might be some funds, there should 
be a fair way to distribute such funds. So we see no reason not to 
make this insurance participating as well as convertible. 

The next group of bills are 8709 and 716: 8709 pertains to the right 
of certain insane veterans to apply for section 620 insurance. I 
would like to refer here to section 722 of H. R. 9700, which has a 
similar provision and which passed the House of Representatives a 
few weeks ago. 

We prefer the provision in section 722. It would provide that if a 
veteran who acquires the right to section 620 insurance becomes 
insane during any period of the 1 year during which he can only apply, 
he may be granted insurance if applied for within 1 year after the 
appointment of a guardian or his recovery, whichever is earlier. We 
believe this is a little better provision. 

We have seen several cases where a veteran was in a VA hospital, 
totally incompetent, nothing was done to conserve his insurance right. 
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No effort was made to have a guardian appointed to apply for insur- 
ance. We believe some relief is highly in order. 

That is supported by paragraph 4 of Resolution No. 9 

H. R. 716 is supported by paragraph (d) of ean 107. This 
bill refers to the right to apply for insurance within 1 year after the 
date of this act—that is, under section 621, not section 620—for any 
veteran who was insane at the time of discharge. 

Our resolution requests that a veteran who is insane within 120 
days of the date of discharge, for the reason that basically these boys 
had some type of protection for the 120 days. We believe that if 
they became insane during any period in which they had protection, 
either insurance or indemnity, they should have the right to apply 
for insurance, either one, at some period after the enactment of the 
act, or some date established on a fair and reasonable basis. 

With that exception, we would strongly favor H. R. 716, but we do 
not consider it as important as H. R. 8709. 

H. R. 8710 refers to the right to apply for waiver of premiums and 
would remove the time limitation. We believe this is justified. 
Many veterans do not realize the severity of their conditions until 
it is too late to apply for a waiver, and they have passed the 1-year 
limitation. I think Congress partially recognized this problem in the 
Insurance Act of 1946, when for a period of time they allowed an 
application to go back 5 years. Now it is 1 year, but we believe the 
problem has not been eliminated by changing the 5 years again to 1 
year. 

Another reason is that the World War II boys did not receive their 
policies until 1948 or thereabouts, and many of them, until they re- 
ceived their policies, did not know the details of specific rights, in- 
cluding the time limit on applications for waiver. We suggest the 
60 age limit as contained in 8710. H. R. 8707, which is also before 
the committee, proposes to do that. We think if this bill is passed 
rather than 8707, if the committee is in favor of the provision 8707, 
this bill should be amended to accomplish the same purpose as to 

age limit. 

I might comment here on something which I should have stated 
earlier, and that is that outside of the first three groups of bills on the 
reopening of the program on the conversion and participation of 
section 621 policies, and applications of insane veterans under section 
620. I am not necessarily speaking of the other bills in order of the 
importance we give them. 

H. R. 1157 proposes to increase the disability income benefits 
through the rider provision from $5 to $10 per month for each $1,000. 
The present provision, as you know, of course, is $5 per month. 
We have no resolution supporting this. How ever, it is not a new 
benefit. There is provision in the law now for $5 per month. It 
does not impair the rights of the Government or the rights of other 
policyholders in the fund. So we believe it is meritorious legislation, 
although we do not have any resolution on it, overtly seeking its 
approval. 

H. R. 10463 refers to the right that would be given under section 
620 to veterans who are totally disabled from service-connected 
disabilities and are uninsurable because of such total service-connected 
disabilities to obtain 620 insurance. We would favor this bill, and 
our support is contained in paragraph 1 of resolution No. 9. How- 
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ever, we also believe there are some service-connected veterans whose 
service-connected disabilities are not total in degree, who should be 
brought under this bill; that the wording “totally disabled’”’ should be 
changed to some phrase like this: “uninsurable by reason of a service- 
connected disability.”” That would take care of the boys who do not 
rate 100 percent disabled but who are just as uninsurable as though 
they were. 

Mr. Stover mentioned the problem of these USGLI term policies 
for the men who are up at the higher ages, and the rates being ex- 
tremely high. I think there are perhaps nearly 20,000 of those 
policies. It could be said that those men knew what kind of insurance 
they had. On the other hand, the circumstances of employment 
during the thirties, and the accompanying low wage rates, did not 
permit these veterans to convert this term insurance. It has created 
quite a problem. 

Our resolution asks for a constant rate. Frankly, we recognize 
some of the problems involved in establishing a constant rate in 
retrospect, so to speak. That would require, of course, Government 
appropriations. One of these bills, 442, would mature all United 
States Government life insurance policies at age 70, regardless of the 
type of policy. I believe the other bills, 6576 and 7309, as well as 
7364, would merely provide that the policies would be paid up at 
certain ages, 1 or 2 at 63 and 1 or 2 at 65. Our resolution supports 
none of these bills specifically, and we are not particularly urging 
immediate action on our resolution to establish a constant rate. We 
do want to emphasize our concern about the problem, and we hope 
the committee can find some way to afford some relief. Perhaps it 
could be accomplished by permitting them to pay a constant rate, but 
not reducing the actual premium and letting the excess be a lien on the 
policy. That might be one suggestion that could be considered. 

We must admit we do not have the answer, but we think it is a very 
definite problem. 

Mr. Aspinatt. As I understand your statement there, you are not 
asking at this time for direct appropriation from the Federal Treasury, 
and neither are you desirous of having any action taken which would 
jeopardize the fund. Is that right? 

Mr. Jones. Frankly speaking, we do not consider that we are pre- 
pared at this time to give the committee a sound recommendation on 
just what relief should be afforded. I must say that in all candor. 
But we think it is a tremendous problem. In fact, any possible solu- 
tion we have thought of has its bad aspect. We just do not have any 
really good proposal to offer. 

Of course, if the committee saw fit to establish a constant rate and 
the Government paid the extra amount, that would be an answer to 
it. But that is a rather drastic step, perhaps. We have a similar 
resolution on national service life insurance, too, but we recognize the 
problem as in the national service life insurance is not of the same 
magnitude today as it is for United States Government life insurance, 
but it may be someday. 

I am sorry, Mr. Chairman, that is not a better answer to your 
question. I am just not in a position to give you more help on the 
matter. 

H. R. 919 and H. R. 2208 would change the provision for the time 
period during which a veteran may apply for insurance under section 
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620. Under the present law he can apply for it within 1 year from 
the date the VA rates his case, although he may receive a notice of 
the VA favorable rating 1 week or 2, 3, or 4 weeks later. It is not the 
problem it was years ago, because the VA today does try to notify 
the veteran what date the year tolls from, whereas when the program 
first started, they merely said, ‘You are entitled to insurance if 
applied for within 1 year of the date of the award,’’ and did not tell 
him the date of the award action. So we had some boys that waited 
a year from the date of the letter, and they waited too long. 

But we think there is some merit in changing it to a period of 1 year 
from the date of the VA letter to the man. In other words, if we 
are going to give him a year, let us give him a year from the time 
he knows he has a year. It is not a major problem now, but we think 
it would be a justified change in the law. 

I have just one more bill I want to mention specifically, and that 
is H. R. 10380, which provides that with respect to a death in service 
after January 1, 1957, under circumstances in which dependency and 
indemnity compensation under Public Law 881 is not payable and 
death compensation is not payable, the VA can pay, will pay, $10,000 
to the widow, children, or parent. I think that goes back to the fact 
that before January 1, 1957, some circumstances surrounding death 
did not bar payment of indemnity, that now do bar payment of DIC 
or death compensation. 

We have no resolution supporting this proposal. We believe that 
it has merit, but we also want to call the committee’s attention to 
what we think is another very definite problem, not directly related 
to insurance. 

Mr. AspINALL. Are you getting away from this bill 10380 now? 

Mr. Jones. It perhaps would, as to the question of dependence of 
parents, yes. 

Mr. Asprna.tu. Unless there is an objection, the Chair would like 
to insert at this place the statement of the sponsor of the bill, the 
gentleman from South Carolina, Mr. Dorn, as if read. If there is 
no objection, it is so ordered. 

Mr. Jones. I want also to say, Mr. Chairman, with respect to 
Mr. Dorn’s bill, I believe he is concerned with a particular case in 
his State. I believe that the Veterans of Foreign Wars represented 
that case in some procedure, perhaps on appeal. I recall it was a line 
of duty, or wilfull misconduct question, or some technical bar to the 
benefits. So we are aware of the need for such legislation. 


STATEMENT OF HON. W. J. BRYAN DORN, REPRESENTATIVE IN 
THE CONGRESS OF THE UNITED STATES FROM THE STATE OF 
SOUTH CAROLINA 


Mr. Dorn. Mr. Chairman, I have in my files the case history of a 
young man who was drafted, sent overseas, and allowed to purchase 
an automobile, and sold beer in an Army PX, all contrary to his 
widowed mother’s expressed wishes. By forcefully relieving this 
parent of all responsibility the Army assumes the burden of parental 
responsibility. In this particular case, they allowed the young 
serviceman to purchase beer in an Army PX to the point of intoxi- 
cation and then they allowed him to drive off the base in his auto- 


mobile. He was killed. 
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His death resulted from “willful misconduct” according to all 
military records and, because of this, his mother and minor sister 
must suffer not only the loss of a loved one but the humiliation of 
the designation ‘‘willful misconduct,” and even greater, they must 
suffer poverty, because he was their sole support. 

During World War I the United States Government first established 
the policy of making insurance available to servicemen. This policy 
has continued during the times that our country drafted servicemen. 
It is not in effect today, however. The young men entering service 
are led to believe they have protection for their dependents in the 
Survivors’ Benefits Act; however, the case above proves they do not. 

I sincerely hope that you w ill favorably consider my bill, H. R. 
10380, or some similar legislation that will provide the principles of 
insurance for depe ndents not responsible in any way for a wrong act. 

Mr. Jones. The dependency restrictions of Public Law 881 in effect 
bar many parents from benefits. So not only do you have this prob- 
lem of technical or legal bars for the dependents of a survivor or 
veteran who dies after January 1, 1957, but you have the bars created 
by Public Law 881, particularly pertaining to parents, because the 
income limitations in that bill are quite restrictive. It is our hope 
that sometime later the committee can consider this problem. It is 
somewhat related to this bill but it does not apply to insurance. It is 
connected with the loss of the right to be paid indemnity which existed 
before January 1, 1957, 

I want to mention again that any bills I did not specifically comment 
on pertaining to subjects not referred to are not mentioned simply 
because we have no position to support or to oppose them. I would 
be glad to answer any questions about any other bills. 

That concludes my statement, Mr. Chairman. 

Mr. AspiInaLu. Now, each of you gentlemen have been at this work 
long enough to know that there is no possibility of this committee 
handling 37 of these bills during this session, or perhaps our handling 
any one major bill of any one ‘of these categories. If you have any 
bills to which you give priority, the committee would like to know 
that. 

Mr. Srover. I think I can answer that by saying that we would 
definitely favor either bill—I do not have the numbers at hand, but 
you have two consecutive bills that were introduced by you. 

Mr. AspInauu. H. R. 11382 or H. R. 11383. 

Mr. Stover. Yes. We would favor either one of those bills but 
prefer H. R. 11383. We definitely have a specific resolution endorsing 
the subject matter of the bill. We also have specific resolutions 
endorsing the reopening of the program for those World War II and 
other veterans who have allowed their insurance to lapse and it is 
gone forever. This is a longstanding objective. 

I would say that those two probably are high on our list of objec- 
tives. We do not have them in that order, but I think that the 
probably would be based on our resolutions over the years. We al- 
so strongly favor H. R. 8709 or section 722 of H. R. 9700. 

Mr. Asprnauy. Thank you for a very frank answer to that rather 
suggestive question. 

‘Does the gentleman from California have any questions? 

Mr. Tracue. No. 
Mr. AspInauu. Mr. 
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Mitchell? 
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Mr. Mircueu. No. 

Mr. Asprnauu. If there is anything you omitted and wish to put 
in the record, unless there is objection, it will be received and placed 
in the record at this point. 

Mr. Jonges. Thank you very much. 

Mr. Stover. Thank you very much, Mr. Chairman. 

Mr. Aspinatu. At this time, we will hear Mr. Donald C. Knapp, 
Director of the Legislative Services, project No. 1, Office of the 
General Counsel of the Veterans’ Administration, and his staff. 

If you will identify your staff to the committee and to the reporter, 
we will proceed. 

Mr. Knapp. Thank you, Mr. Chairman. 

My name is Donald C. Knapp, of the Office of Associate General 
Counsel for Legislative Services of the Veterans’ Administration. 
I have with me Mr. William A. Poissant, Chief Actuary of the Depart- 
ment of Insurance, Mr. Oliver L. Clay, insurance counsel, and Mr. 
Edward G. Ogle, legislative attorney of the General Counsel’s Office, 


STATEMENT OF DONALD C. KNAPP, DIRECTOR, LEGISLATIVE 
SERVICES, OFFICE OF GENERAL COUNSEL; ACCOMPANIED 
BY WILLIAM A. POISSANT, CHIEF ACTUARY, DEPARTMENT 
OF INSURANCE; OLIVER L. CLAY, INSURANCE COUNSEL; AND 
EDWARD G. OGLE, LEGISLATIVE ATTORNEY, OF THE VETERANS’ 
ADMINISTRATION 


Mr. Knapp. Mr. Chairman, I thought perhaps at the outset it 
might be helpful very briefly to indicate the types of Government 
insurance which the Veterans’ Administration administers today and 
has administered in the past. 

As you know, World War I insurance is known generally as United 
States Government life insurance. That insurance was available to 
those in the service during World War I and after World War I, 
until 1940. In addition, in 1928, the Congress amended the law to 
make United States Government life insurance available to veterans 
of World War I, whether or not they had ever had any such insurance 
in service, as long as they were potentially eligible to have secured it 
in service. So United States Government life insurance was available 
to all persons who served in the active service up until 1940 

Mr. AspINALL. You do not mean all persons who served in the 
service up to 1940? 

Mr. Knapp. While they were serving. I am glad you corrected me 
sir. While in the active service—as well as the veterans of World 
War I who could secure it from 1928 until 1951. 

The National Service Life Insurance Act was conceived in 1940 and 
enacted a new program of insurance for persons in the active service. 
At the close of World War II, by the Insurance Act of 1946, the Con- 
gress made a number of very major changes in the program, in view 
of the fact that we were moving from a wartime period of military 
service into a postwar period. 

Among other things, it made available to veterans of World War II 
national service life insurance, whether they had had it in the active 
service or not. 
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National service life insurance, then, was available to all persons in 
the active service, as well as all veterans of World War II, up until 
1951. That was the year that the Congress took a rather sweeping 
new look at the insurance coverage of persons in the active service 
and provided under Public Law 23 the so-called free servicemen’s 
indemnity, which was an automatic coverage up to a maximum of 
$10,000 without charge for every person in the active service, 

In view of that, the Congress withdrew the right to secure national 
service life insurance for persons in the active service and also with- 
drew the right of World War II veterans to secure it after service. 
It also withdrew the right of World War I veterans to secure post- 
service insurance, which right they had had since 1928. 

In 1956, the Congress, in enacting the Survivors’ Benefits Act, also 
known as Public Law 881, repealed the in-service indemnity coverage. 
It also withdrew the right of veterans to secure postservice insurance 
after separation, unless they were disabled. 

At this point I should return for a moment to Public Law 23, the 
Indemnity Act, which, although it withdrew the right to insurance 
while in the active service, did provide a special postservice non- 
participating insurance for the service-connected disabled and a special 
term nonparticipating insurance for the nondisabled. It was that 
latter type of insurance that Public Law 881 in 1956 withdrew. 

Throughout our statement and presentation, we will no doubt refer 
repeatedly to section 620 insurance. That is the service-disabled 
insurance, the nonparticipating insurance available to those with a 
service-connected disability after they get out of service. That is 
a permanent program and has not been terminated or restricted. 

We will also refer to section 621 insurance, which was the post- 
service nonparticipating term insurance for the nondisabled veterans, 
which was not available after January 1, 1957. So, as to the latter 
type of insurance, it is a closed group of policyholders, amounting to 
around 700,000 at the present time. 

Turning to the bills before the committee, as you have indicated, 
there are 37 bills. 

Mr. Asprnati. Before you go any further, are you in a position to 
answer this question: 

Which one of these forms of insurance has presented the best pro- 
gram for the insured? Or is that question answerable? 

Mr. Knapp. I think, sir, that question might involve a lengthy 
answer. 

Mr. Asprna.u. We do not want that this morning. 

Mr. Knapp. It depends on the point of view, sir. 

Mr. Aspinauu. That is the trouble. We have so many points of 
view presented, and some people do not understand the other person’s 
point of view. 

Mr. Knapp. We have the point of view of the insured, the point of 
view of the Government which underwrites many aspects if not all 
of certain types of the insurance, which point of view involves not 
only the desire to do equity but the desire to keep programs within 
reasonable bounds as to cost. 

Mr. Asprnati. Maybe I could ask my question better this way. 

Being a holder or having been a holder of both ghe first two classes 
that you mentioned, why did we vary it from the first class? Why 
did we vary away from the United States Government lifejinsurance 
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of World War I? Why did we not just continue that insurance in- 
stead of getting ourselves into all these varied ramifications of insur- 
ance programs? 

Mr. Knapp. Mr. Chairman, you may recall that Mr. Hardy in 1950, 
as chairman of the subcommittee of the then Committee on Expendi- 
tures in the Executive Branch, went into a very extensive considera- 
tion and examination of that problem. Apparently in 1940 it was 
felt that there was a new situation, with different conditions than there 
were in 1917. They had had the experience for twenty-some years 
under the old program, and they approached it presumably with a 
new look by considering insurance principles that were being followed 
generally in the commercial industry at that time. 

Mr. eeaixti: I will pay attention to that and try to figure out 
the answer for myself. 

You may proceed with your presentation. 

Mr. Knapp. Mr. Chairman, we have tried to group the 37 bills 
into somewhat related subjects, and have 9 categories of subject 
groupings. The first of which involves the largest number of bills, 
and that is the proposal to restore the right of World War II veterans 
to secure insurance, that right which they had up until 1951, when the 
Congress enacted the Servicemen’s Indemnity Act; also to restore the 
right of Korean conflict veterans to secure the nondisabled section 
621 insurance; and further, to restore the right of disabled veterans 
since Korea to secure the 620 insurance in those cases where they 
have neglected to apply for such insurance within the time limitation. 

As you will note, Mr. Chairman, our statement is of necessity of 
considerable length. I would be glad to follow it verbatim if it is 
your desire. 

The first group that I referred to covers H. R. 920, H. R. 1275, 
H. R. 2210, H. R. 5644, H. R. 6003, H. R. 6149, and H. R. 6639. In 
addition, there are six other bills in this broad category which vary 
somewhat in detail but involve the same principle, and as to which 
our comments are generally equally applicable. 

The Veterans’ Administration reported to the committee on these 
bills April 9, 1958. (Committee Print No. 191.) 

In general, the bills would restore for 1 year the right of certain 
veterans to apply for and be granted national service life insurance. 
They apply to persons who served between October 8, 1940, and 
September 2, 1945, and to persons discharged from service after 
April 25, 1951. 

Persons who served between October 8, 1940, and September 2, 
1945, in addition to the right to apply at any time during their active 
service, had more than 4 years after service within which to apply for 
national service life insurance under section 602 (c) (2) of the act. 
Persons separated from service after April 25, 1951, who have a service- 
connected disability have had and will continue to have under existing 
law a period of 1 year from the date service connection is determined 
by the Veterans’ Administration within which to apply for section 620 
insurance. Other persons separated from service after April 25, 1951, 
and prior to January 1, 1957 (except those discharged less than 120 
days prior to January 1, 1957), had a period of 120 days from separa- 
tion within which to apply for the section 621, veterans’ special term 
insurance. 
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Our report indicates that in addition to the cost of administration 
the cost to the Government of restoring the right of the World War il 
group to apply for participating insurance will be the amount of claixns 
traceable to the extra hazard of service. It is estimated that this cost 
will be about $130,000 the first year and $260,000 for each of the next 
4 years. 

The insurance authorized for persons separated from service after 
April 25, 1951, is nonparticipating. All premiums and other collec- 
tions on such insurance are credited to and liabilities are paid from 
revolving funds established for these purposes. Generally, the 
veterans’ special term insurance fund (sec. 621) has shown a profit 
and the service-disabled veterans’ insurance fund (sec. 620) has shown 
a loss. This latter fund has required appropriations to meet the 
anticipated death-benefit claims. To date, Congress has appropri- 
ated about $4.5 million for this purpose. 

The administrative cost of any one of the bills, if enacted, is, as 
indicated in the report, estimated to be approximately $3.6 million 
the first year. This additional cost would increase to about $3.8 
million the second year and gradually decrease thereafter to about 
$3 million the fifth year. 

As indicated in our report on this group of bills, the policy of the 
Congress in recent years has been to reduce, to the extent feasible, 
commercial type activities of the Federal Government. In the field 
of Government insurance for servicemen and veterans, this policy 
has found expression in the enactment of Public Law 23 in 1951 and 
Public Law 881 in 1956. The Administrator is in accord with this 
policy and does not believe that the Government should reopen an 
insurance program for nondisabled veterans who can readily purchase 
comparable coverage at reasonable rates from private companies. 
The Veterans’ Administration does not recommend favorable con- 
sideration of such legislation by your committee, and the Bureau of 
the Budget advises that the proposals are not in accord with the 
program of the President. 

The remaining six bills in this category, as I indicated earlier, are 
variations in detail of proposals to open up the right to secure insurance 
for certain groups who do not now have that privilege. As I also 
indicated, our comments and position are substantially the same on 
that remaining group of bills. 

There is one exception in this latter group. That is the bill H. R. 
8709, which revises the period during which a service-connected 
insane or incompetent person may apply for the section 620 insurance. 
As has been pointed out in this hearing earlier by members of the 
veterans’ organizations, this proposal is embodied in the new con- 
solidation bill, H. R. 9700, which has been favorably considered by 
this committee and passed by the House of Representatives. The 
Veterans’ Administration is in accord with such a change in the law. 

Among other pending bills in this general category is H. R. 3262. 
In addition to restoring for 1 year the right of the aforementioned 
World War II group to apply for national service life insurance, this 
bill would restore for 1 year the eligibility (in effect prior to April 25 
1951) of World War I veterans to apply for and be granted United 
States Government life insurance under the World War Veterans’ 
Act, 1924, as amended. This World War I group had more than 22 
years within which to apply for such postservice insurance. The 
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Veterans’ Administration reported to the committee May 25, 1955, 
on H. R. 1627 and H. R. 5574, bills of the 84th Congress, with a 
similar purpose. (Committee Print No. 126.) 

H. R. 4434: This bill is similar in purpose to the aforementioned 
bills. In addition, it would reopen for 1 year the right of persons who 
served between October 8, 1940, and September 2, 1945, who have a 
service-incurred disability less than total in degree to have such dis- 
ability waived and be granted section 602 (c) (2) insurance if they 
are otherwise in good health. Such persons were eligible for such 
waiver between August 1, 1946, and January 1, 1950. The amenda- 
tory act of August 1, 1946, which first authorized postservice national 
service life insurance established the delimiting date of January 1, 
1950, by which date application had to be made to secure the waiver 
privilege for service-incurred disabilities. 

H. R. 10463: This bill would amend section 620 of the National 
Service Life Insurance Act of 1940 to authorize, upon application 
within 1 year, service-disabled veterans’ insurance to any person 
released from active service under other than dishonorable conditions 
after October 7, 1940, who is entitled (or but for the receipt of retire- 
ment pay would be entitled) to compensation for a service-connected 
total disability, and who is otherwise in good health. However, 
waiver of premiums would not be granted under section 602 (n) on 
account of the person’s service-connected total disability. 

The bill would extend for another year the right of persons who 
were discharged after April 25, 1951, with a service-connected total 
disability to secure section 620 insurance. (They are now required 
to apply within 1 year from date service connection is determined by 
the Veterans’ Administration.) It would also grant a new benefit - 
not heretofore provided for the service-connected totally disabled 
who were discharged prior to April 25, 1951. As previously indicated, 
persons who served between October 8, 1940, and September 2, 1945, 
were not eligible for section 602 (c) (2) insurance if they were totally 
disabled. 

H. R. 8709: This bill would extend the time within which an insane 
veteran or his guardian may apply for service-disabled veterans’ insur- 
ance under section 620 of the act from 1 year after service connection 
of the qualifying disability to 1 year after the date of the bill’s enact- 
ment, or 1 year after removal of the legal disability, whichever is the 
later. The Veterans’ Administration believes that a veteran who is 
shown to be mentally incompetent during any part of.the year within 
which he could qualify for section 620 insurance should, as a matter 
of equity, have an additional period of 1 year after a uardian i is ap- 
pointed, or 1 year after removal of such disability, whichever is the 
earlier, within which to apply for such insurance. The objective of 
this bill is favored by the Veterans’ Administration and has been in- 
corporated in section 722 of H. R. 9700, the consolidation bill, which 
has passed the House and is now pending before the Senate Committee 
on Finance. 

H. R. 716: This bill is identical with H. R. 803, 84th Congress, on 
which the Veterans’ Administration reported to the committee May 
10, 1955 (Committee Print No.,108). It would extend the time with- 
in which certain insane veterans may apply for section 621, veterans’ 
special term insurance. Such insurance was issued between April 25, 
1951, and January 1, 1957, if application therefor was made during 
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such period and within 120 days after separation from service. (Public 

Law 881, 84th Cong., provided that no insurance could be granted 
under section 621 on and after January 1, 1957.) The bill would ex- 
tend to 1 year after the date of its enactment the period during which 
any person who is shown to have been insane at the time of separa- 
tion from active service on and after April 25, 1951, and prior to 
January 1, 1957, may apply for such insurance. Persons within the 
purview of the bill would in most instances be eligible for section 620 
insurance because of incurrence or aggravation of their mental con- 
dition in service. As indicated in connection with H. R. 8709, such 
persons will have an additional year within which to apply for section 
620 insurance under the provision incorporated in the consolidation 
bill, H. R. 9700. Since the section 621 insurance is now a closed 
group, it is doubtful that insurance under that section should be 
reopened for the limited number who might qualify under the bill 
and who could not qualify for section 620 insurance. 

H. R. 5401: This bill proposes to authorize reinstatement of ex- 
= 5-year level premium term national service life insurance which 

1as heretofore lapsed for nonpayment of premiums. Since term 
insurance which has expired in other than the last 2 months of the 
term cannot be reinstated, the effect of the bill is to extend to former 
term policyholders the right to secure new term insurance if applica- 
tion is made within a stated period. 

The basic principle and policy considerations involved in the bill 
are similar to those pertaining to the group of bills first discussed in 
this statement, and our comments thereon are generally applicable 
to this bill. 

I will turn now, Mr. Chairman, to the next general category of 
subjects. 

Mr. AsprInaLL. May the Chair inquire first if any of his colleagues 
have any questions at this time on this section? 

(No response. ) 

Mr. AsprnaLu. You may proceed. 

Mr. Patterson has a question. 

CounsEL. Mr. Knapp, on H. R. 10463, the bill that Mr. Schloss 
spoke about earlier this morning, would you be in a position to com- 
ment on his suggestion about paying for that type of insurance on 
a nonparticipating basis? 

Mr. Knapp. Mr. Patterson, following his testimony I checked with 
the annual report of the Veterans’ Administration, and I find that 
there are approximately 64,000 totally disabled service connected 
World War II veterans on the rolls. Under this bill H. R. 10463, 
they would each be potentially eligible for the benefits proposed, in 
varying amounts of insurance up to a maximum of $10,000. They 
being totally disabled, it is apparent that any standard rate book 
premium would be inadequate. 

For example, the experience on the present disabled Korean insur- 
ance, namely, section 620, has shown that the premiums are inade- 
quate, to the extent of requiring appropriations, to make up the 
difference in the liabilities, of about $4.5 million since 1951. 

I might add that of the 64,000 totally disabled cases, excluding the 
tuberculosis and neuropsychiatric cases, there are 20,000-plus general 
medical and surgical cases which would include, I take it, the eye 
cases that Mr. Schloss has referred to. 
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Counsset. Thank you. 

Mr. Knapp. Paid-up term insurance: H. R. 6576, H. R. 7309, and 
H. R. 7364. In the second category, Mr. Chairman, which we have 
designated as paid-up term insurance proposals, there are 3 bills 
which propose that each policy of United States Government life in- 
surance on the 5-year level premium term plan and each policy of 
yearly renewable term insurance shall be considered fully paid when 
the insured reaches age 63 (H. R. 6576), or age 65 (H. R. 7309 and 
H. R. 7364). 

The Veterans’ Administration reported on these bills to the com- 
mittee April 9, 1958 (Committee Print No. 190). 

The Veterans’ Administration report explains in detail certain 
aspects of the bills which I will not here touch upon. The major 
objections to the bill are the discriminatory features, the large cost 
involved, and the precedent their enactment would establish for ex- 
tending the same benefit to the national service life insurance term 
policyholders. 

These bills provide no benefit for permanent plan policyholders 
and therefore discriminate against them. Based on the same age at 
issue, all permanent plan policyholders pay higher yearly premiums 
than the holders of 5-year level premium term insurance. These 
higher premiums above the current cost of protection are in the nature 
of prepayments for protection to be furnished in the future. They 
are established at levels sufficiently high to provide lifetime protec- 
tion at the same premium rate over the premium-paying period, 
whether for a limited period or for life. On the other hand, the 
premiums charged for 5-year level premium term insurance are only 
sufficient to level the premiums over the 5-year period and the re- 
0  aemaprm thereunder is exhausted at the end of each term 
period. 

The bills do not specifically provide for funds to pay the benefit cost. 
In the absence of such a provision, the benefit cost would have to be 
borne by the United States Government life insurance fund. This 
fund belongs to both the term and permanent plan policyholders in 
proportion to their contribution. While the current dividend payable 
from the fund to the term policyholders is about 25 percent of the 
premium charges, it would not be possible to charge the entire benefit 
cost of the bills to the term policyholders even by completely wiping 
out their dividends. Therefore, the additional cost of the bills would 
be chargeable against the future dividends of the permanent plan 
policyholders who would not be relieved from paying their higher 
premiums beyond age 63 or 65. 

There are about 18,000 policyholders with United States Govern- 
ment 5-year level premium term insurance. Of this group, about 
9,000 are presently age 63 or over and would qualify immediately for 
benefits under H. R. 6576. The remainder, of course, would become 
eligible as they attain age 63. 

he first year cost of H. R. 6576 would be about $3.3 million. This 
would increase about one-half million each year, so that the cost for 
the fifth year would be about $5.3 million. The total estimated cost 
of H. R. 6576 (the age 63 bill) would be approximately $114 million. 
The total cost of the age 65 bills (H. R. 7309 and H. R. 7364) would be 
approximately $109 million. Additional figures with respect to the 
cost of considering term insurance paid up at various ages were fur- 
nished the committee in April 1957 (Committee Print No. 98). 
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Enactment of these bills would establish a precedent for the enact- 
ment of similar legislation with respect to term policies of national 
service life insurance. At the present time there are in force approxi- 
mately 3.2 million World War II national service life insurance term 
policies with a face value of about $25 billion. 

The Administrator does not recommend favorable consideration of 
these bills by your committee. Advice has been received from the 
Bureau of the Budget that the bills are not in accord with the program 
of the President. 

A somewhat related bill is H. R. 422, which provides that any 
person having United States Government life insurance in force on 
his 70th birthday, regardless of the plan of insurance or the amount 
of premiums paid into the fund, shall be deemed to be permanently 
and totally disabled on and after such date for insurance purposes. 

All policies of United States Government life insurance include a 
provision granting a monetary benefit at the rate of $5.75 per month 
for each $1,000 insurance in Lines; if the insured becomes totally and 
permanently disabled and all premiums are waived during the con- 
tinuance of such disability. Upon death of the insured while totally 
and permanently disabled, the commuted value of the remaining 
unpaid installments (240 less any paid) is payable to the beneficiary 
in accordance with the optional settlement provisions of the policy. 

If the bill is enacted, permanent plan policyholders with sufficient 
equity to provide extended insurance to age 70 could lapse their 
policy and receive a benefit equivalent to the full face value of the 
policy at age 70 without further premium payments. 

At the end of January 1958, there were about 360,000 United 
States Government life insurance policies of all types in force with a 
face value of over $1.5 billion. Since the bill makes no provision for 
the Government to bear the cost, its enactment would seriously 
impair the United States Government life insurance fund and possibly 
render it insolvent. 

The Veterans’ Administration does not recommend favorable con- 
sideration of this bill by your committee. 

At the request of Mr. Teague last year, the Veterans’ Administra- 
tion furnished detailed tables of cost data involved in proposals similar 
to these bills, indicating the overall cumulative cost to the Govern- 
ment in the event of their enactment. Of course, we must keep in 
mind the precedent that would be established in the event of enact- 
ment of one of these bills to relieve the 18,000 United States Govern- 
ment term policyholders, in the light of the fact that we have over 
3 million World War II national service life insurance term policy 
holders who, as the years go on, will to a greater or less degree, be 
facing the same problem. 

Mrs. Rogers. Mr. Chairman? 

Mr. AspINnAuLu. I am glad to see you here. 

Mrs. Rogers. I am awfully sorry. There was a funeral yesterday, 
and that is why I missed your session. 

Which bill is the least objectionable from the point of view of the 
VA? 

Mr. Knapp. Of this group of bills? 

Mrs. Rogers. Are you talking of all of the bills or just this one, 
the 65-year proposal? 
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Mr. Knapp. I am talking, Mrs. Rogers, of the bills that would pay 
up term insurance in the World War I group at ages 63 and 65. 

Mrs. Rocers. I bad one that would pay it up at 70. 

Mr. Knapp. The 70-year bill, Mrs. Rogers, is similar in principle. 

Mrs. Rogers. But the age is higher. 

Mr. Knapp. The 70-year bill, I believe, would deem everyone 
permanently and totally disabled at age 70 which, under the United 
States Government insurance program, would mature the policy. 

The cost of that bill, Mrs. Rogers, would not be limited just to 
term insurance, but it would mature all of the United States Gov- 
ernment policies at age 70 which policies now have a face value 
of about $1.5 billion. 

Mr. AspINnALL. That is, provided you include the NSLI. 

Mr. Knapp. No, sir. That is just United States Government. 

Mr. AsPINALL. Just the United States Government life program. 

Mr. Knapp. So if we think in terms of cost, Mrs. Rogers, the age 
65 bill on term insurance is the least objectionable. 

Mrs. Rocesrs. I do not like the word ‘‘objectionable,’? when it 
relates to the veterans. But I used it myself, meaning from your 
point of view objectionable. 

Mr. Knapp. Objectionable from an insurance standpoint, Mrs. 
Rogers, and the precedent that will be established for national service 
life insurance. 

Mrs. Rocers. But they have to pay a staggering amount now 
in order to keep their insurance in force. 

Mr. Knapp. That is true, at the higher ages the term premiums are 
of necessity very large, and in many cases quite burdensome. 

Mrs. Rogers. Thank you. 

= AspiInaALu. May I ask one question before we leave this category 
of bills. 

Someone appearing for the Veterans of Foreign Wars suggested that 
we might have a program which would permit the insured to have 
his premium after a certain age subtracted from the face value of the 
policy when the policy matured. Has the VA given any consideration 
to that proposal? 

Mr. Knapp. Mr. Poissant would be able to speak to that. 

Mr. Poissant. That would in effect, provide decreasing insurance 
at no cost to the insured. There would definitely be a substantial 
cost to the Government under that program, sir. His insurance would 
decrease each year as his premiums accumulated, and that would 
become a lien against the face of the policy. At age 85, or somewhere 
in that area, his entire insurance protection would be wiped out, and 
he would have no insurance at all. 

Mr. Aspina.u. But if you make it permissive, then you would 
permit some of those who are no longer in a position to pay up their 
insurance to take advantage of it and gamble on the future. 

Mr. Poissant. It would cost the Government money to run a 
program of this nature, sir, because you would not be collecting any 
premiums. You would simply be insuring him for a decreasing 
amount at no premiums. 

Mr. AspINna.u. Is it impossible to figure out what the amount would 
be that the Government would be responsible for with each year; 
that is, the amount of the premium, plus whatever the amount of the 
return the Government would have a right to expect on that money? 
That is all that is involved, is it not? 





VETERANS INSURANCE BILLS 3753 


Mr. Poissant. It would cost, I would say, it is possible to figure the 
cost of this program, but it would be a substantial cost, because you 
cannot write insurance and collect premiums only from those who 
have claims. You are always going to be out of pocket. 

Mr. AspIna.u. But if you are lessening the amount of the claims, 
that would be 

Mr. Porssant. If you gave a man $10,000 of insurance at age 70 
and you were just going to deduct premiums when he died, to everyone 
that dies you are going to pay a certain amount of money, and you 
are not going to collect anything; hence, you are always out of pocket, 
whatever you pay him. 

Mr. AspiInALL. Do you mean to tell me that whatever he has in- 
vested in that program up to that age has no worth? 

Mr. Poissant. That is right, sir. This term insurance is just like 
fire or automobile insurance. The money has been used to pay the 
claims of prior years. There is no reserve left in his policy. It has 
all been used up to pay the claims of those who died in prior years. 

Mr. AspIna.u. Is that the situation in which this term insurance 
fund for veterans of World War I finds itself at the present time? 

Mr. Poissant. Not only this fund but all term insurance funds. 
It would be applicable to all of them. Everything is used up to pa 
claims except for dividends which we pay. There is no reserve fet 
in the policy at the end of the period. 

Mr. Asprnauu. The gentleman from California will inquire. 

Mr. Tracue of California. I was just going to make that same 
comment. That was my understanding, Mr. Chairman, as has just 
been explained. 

Mr. Mircueuyi. Mr. Chairman? 

Mr. Asprnatu. Mr. Mitchell. 

Mr. Mircue.i. Would it be possible to work out some age and some 
figure where the premiums could become fixed after that age, and 
then deduction be made of the balance of that figure? 

Mr. Poissant. Yes, it could be worked out. But again, it would 
not be self-supporting. It would require some support from congres- 
sional appropriations. 

Mr. MircuHe.u. It would be considerably less than if any premiums 
were paid at all. 

Mr. Poissant. Oh, yes; the more you collect from the insured the 
less it is going to cost the Government. If you do not collect the full 
amount the experience requires, someone is going to have to support 
the fund, and the only person that can, the only organization that 
can, is the Government. So any time you do not collect the full 
premiums and give them the same benefit, you are going to have to 
get some support from the Government. 

Mr. AspINALL. You may proceed, Mr. Knapp. 

Mrs. Rocsrs. May I ask just one question. 

What is the highest amount that the premiums run today? 

Mr. Poissant. We have a case today, Mrs. Rogers, of a man who 
is 91 years old, who is paying a net premium of somewhere around 
$600 for $1,000 of insurance. His 1 year’s premium was $600 for 
$1,000 of insurance. He is 91 yearsold. We have him on the books, 
actually, today. 

Mrs. Rogers. How many are alive over 70? 

Mr. Poissant. Over 70, we have today in the neighborhood of 
1,000, I would say. 
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_ Mrs. Rocrrs. How many over 65? 

Mr. Poissant. I am guessing now. About 4,000 to 5,000. 

Mrs. Rocrers. And they are dying very rapidly. 

Mr. Poissant. They are. The death rate in that fund is about 
19 per 1,000. 

Mrs. Rocers. The young are not dying as rapidly, of course. 

- Thank you. 

Thank you, Mr. Chairman. 

Mr. Aspinatu. You may proceed, Mr. Knapp. 

Mr. Knapp. Section 621, Insurance Conversion and Participation: 
Section 621 insurance was issued between April 25, 1951, and Janu- 
ary 1, 1957, if application therefor was made during such period and 
within 120 days after separation from service. This insurance was 
issued on the term plan only and cannot be converted to permanent 
plan insurance. Also, the insurance is nonparticipating; that is, no 
dividends are paid thereon. 

Public Law 881, 84th Congress, prohibited the further issue of 
section 621 insurance on and after January 1, 1957. Therefore, the 
insureds who would be affected by the bills are a closed group. As of 
January 31, 1958, there were about 700,000 section 621 policies in 
force with a face value of over $6.4 billion. 

Five-year level premium term insurance is not designed to afford 
insurance on a lifetime basis. It is designed to provide protection for 
short periods of time. At the younger ages of life, or even at the 
early middle ages, the increase in premiums at successive renewals is 
moderate and is generally absorbed without any difficulty on the part 
ofthe insured. At the later ages of life, the renewal premium increase 
becomes more and more substantial and its effect progressively more 
burdensome, and to make matters worse this happens at a time when 
one’s earnings are reducing. It was to obviate these difficulties that 
level. premium permanent plans of insurance were designed. Under 
these plans an insured pays a larger premium in the early years of life 
in order to be relieved of these burdensome increases in later life. 
The Veterans’ Administration has always taken the position that 
term insurance, while providing high temporary coverage at low cost, 
was never designed for lifetime coverage, and in its later stages is 
productive of disillusionment and hardship. : 

The experience with the World War I group of term policyholders 
demonstrates the problems that will arise in the future if section 621 
policyholders are not permitted to convert to permanent-plan insur- 
ance. As is evident from the bills discussed in the last category, the 
Congress is being urged to relieve the World War I group from the 
payment of the high premium charges necessary to maintain their 
insurance in force at the advanced ages. The previous comments on 
those bills have pointed out the problems and ramifications involved 
for the World War I group of about 18,000 policyholders. On the 
other hand, there are more than 700,000 section 621 term policyholders 
who under existing law have no opportunity to convert their insurance 
and thus avoid burdensome premiums at the advanced ages. 

"+H. R. 11382 (a bill similar in general purpose is H. R. 4356): This 
bill proposes to amend section 621 to provide that insurance issued 
thereunder may be converted to one of the permanent plan policies 
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upon meeting conversion requirements. The bill also would make 
certain adjustments in the premium rates and other calculations on 
such insurance as of January 1, 1959. In this connection it should 
be pointed out that the current mortality experience on the section 
621 nonparticipating insurance has resulted in a surplus as of Decem- 
ber 31, 1957, ot abort $29 million. The reason for this surplus is that 
the commissioners 1941 standard ordinary table of mortality with 
interest at 24% percent per annum on which premium rates for this 
insurance are based is not representative of current day mortality. 
The X-17 table with interest at 3 percent per annum, which is pro- 
vided by H. R. 11382, would reduce the premium cost effective Janu- 
ary 1, 1959, on both term and permanent plan policies so that it would 
be more in line with current day mortality. ‘The X-17 table appears 
to be conservative and contains margin sufficient for normal contin- 
gencies. For the committee’s information there is submitted a com- 
parative table of annual premiums for section 621 insurance on the 
existing basis and on the proposed basis. 

If the bill is enacted, the surplus accretion to the revolving fund 
will decrease as the result of adjustment of premium rates under the 
X-17 table. The rate of this decrease will be approximately $9 million 
per year for the first 5 years following enactment. If it is assumed 
that 50 percent of the approximately 700,000 policies will be con- 
verted to a permanent plan of insurance within the first 4 years 
following enactment, it is estimated that the added cost of admin- 
istration will be $375,000 the first year, $150,000 the second year, 
and decreasing to about $50,000 in the fourth year. 

The Veterans’ Administration favors authorizing conversion of sec- 
tion 621 insurance to permanent plans. Further, in order to place 
the premium cost for such insurance on a more realistic and equitable 
basis, it is believed desirable to authorize use of the X-17 table, as 
proposed by H. R. 11382. As indicated, the downward adjustment 
of premium rates under such table will materially decrease the surplus 
accruing prospectively to the revolving fund in the Treasury. How- 
ever, under normal conditions there will be some further accretion to 
the fund each year. 

In order to clarify the law regarding disposition of the surplus, the 
Veterans’ Administration recommends that H. R. 11382 be amended, 
by appropriate language which can be supplied, to authorize the 
Administrator to transfer from the revolving fund to miscellaneous 
receipts in the Treasury such amounts as he may from time to time 
determine to be in excess of the sound actuarial requirements of the 
fund. 

As pointed out in the Veterans’ Administration report on this bill, 
certain revisions as to technical aspects are indicated, should the 
committee favorably consider the proposal in principle. 

H. R. 11383 (a bill similar in purpose is H. R. 2207): The previous 
discussion on this group of bills set forth the background and nature 
of section 621 term insurance and pointed out the desirability of au- 
thorizing conversion of such insurance to permanent plans. H. R. 
11383 would also authorize conversion and, in addition, would pro- 
vide that on and after January 1, 1959, such insurance would be par- 
ticipating. A new permanent trust fund for this purpose would be 
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established and the assets and liabilities of the existing revolving fund 
in the Treasury would be transferred to the trust fund. As hereto- 
fore indicated, the reason for the surplus in the section 621 revolving 
fund is that the current Commissioners 1941 Standard Ordinary Table 
of Mortality with interest at the rate of 2% percent per annum, on 
which the premium rates are based, is not representative of current 
day mortality. H. R. 11383 retains the same mortality table but 
raises the interest rate on premiums to 3 percent and makes the insur- 
ance participating. The effect of making section 621 insurance par- 
ticipating will be to reduce the net cost to an experience basis more in 
line with the net cost on the existing participating national service 
life insurance. 

Mrs. Rocrrs. Mr. Chairman, may I ask which bill that is that you 
rather favor? 

Mr. Knapp. H. R. 11382. 

Mrs. Rogers. Whose bill is that? 

Mr. Knapp. That is Chairman Aspinall’s bill. 

Mrs. Rocrrs. Well, three cheers for you, Mr. Chairman. Con- 
gratulations. 

Mr. Knapp. The accumulated surplus in the section 621 revolvin 
fund as of January 1, 1959, will be about $42 million. Should the bi 
be effective that date, this surplus would be transferred to the newly 
established trust fund for the benefit of the policyholders and the gains 
thereafter, which under existing law would have accumulated in the 
Treasury revolving fund, would average about $13 million per year 
for each of the next 5 years. It is estimated that the cost to the 
Government under the bill for claims traceable to the extra hazard 
of service will be about $300,000 per year for the next 5 years. It 
is also estimated that the additional administrative cost, including 
payment of dividends, would be in the neighborhood of $376,800 the 
first year, $280,000 the second year, and reducing to about $95,000 in 
the fifth year. The Veterans’ Administration ieee on H. R. 11383 
suggests that certain technical revisions of the bill are necessary in 
the event the committee favorably considers the proposal in principle. 

We believe that the previous bill, H. R. 11382, is a reasonable and 
effective approach to the two problems now involved in this type of 
insurance, namely, nonconvertibility and higher premium rate than 
necessary. It is therefore recommended by the Veterans’ Adminis- 
tration that H. R. 11382, if amended as suggested, be favorably con- 
sidered by your committee and that no further action be taken on 
H. R. 11383. 

The Bureau of the Budget has advised the Veterans’ Administra- 
tion that it believes legislation authorizing conversion of section 621 
insurance on a nonparticipating basis and with premiums fully ade- 
quate to meet all operating costs including mortality and interest con- 
tingencies to be a desirable objective. The Bureau of the Budget 
concurs with the Administrator of Veterans’ Affairs that H. R. 11382, 
if amended to provide transfer of surplus to the general fund, con- 
forms generally to this objective, but that H. R. 11383 does not meet 
these criteria. 
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We have prepared, Mr. Chairman, a chart showing a comparison 
of annual premiums and net costs on various mortality tables and 


rates of interest. 


Mr. AspINnALL. Without objection, that will be made a part of the 


record at this point. 
(The chart is as follows:) 


Comparison of annual premiums and net costs on various mortality tables and 


rates of interest 
[Basis $1,000 of insurance] 
5-YEAR TERM 

















| World War II“V” Ins. | 

















Am. Exp. 3 percent . 8. O. c.8.0O X-17 
\ percent| 3 percent | 3 percent 

| Ratebook | Net 

1 ene — 
TES ciknsictebibnhutvsntuccatdbebessacbaeeen | $7. 70 $1. 10 $2. 49 $2. 49 $1. 42 
lt ikvucodstindtakhudtungeeeisancekaaias 8.41 1.09 3. 80 3.79 1.89 
Wludscsoudbeaideucdiadege tebemataacaakee 10. 06 2. 50 6. 89 6. 87 3.79 
DRS. Lccncdittaivessesecadetdxsncccedaae 15. 04 | 9. 28 14. 14 13. 97 9. 23 
Cir tnccutethintenadakedcadaphetiesessadaee 30. 7; 25. 38 30. 88 30. 54 23. 80 

ORDINARY LIFE 
oe ee eee $14. 56 $7. 24 $13. 19 $11. 37 $9. 35 
30... St dhiadea Sido de sequnbn sane 18. 47 10. 55 18. 06 15, 98 13. 38 
40_. a ; ees ns ucialalenen: 25. 10 17. 30 25. 66 23. 44 19. 89 
50__.. ae spugt Sabbah ccaate sears 36. 94 29.98 | 38. 37 35. 99 31. 14 
60__. Ba cael 59. 91 49. 83 60. 58 58. 25 51.14 
20-PAYMENT LIFE 

cts ees steko casi ancien $23. 20 $15. 88 $23. 64 $18. 71 $16. 10 
DRS. cs & aie debi koe dice damogdnecacnoinene 27. 35 19. 31 28. 86 24.15 20. 95 
es isi< anaes SRE 5 REN SE 33. 39 25. 59 35. 87 31. 49 27. 83 
kta aea awn doamenebxi'eadaaee | 43. 45 36. 61 46. 33 42.74 38. 12 
60... oe es aaa Sant aie See nomen 63. 10 53. 02 64. 98 62. 04 55. 64 
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Comparison of annual premiums on various bases 
[Basis $1,000 of insurance] 


5-YEAR RENEWABLE TERM 




















1NSLI World Sec. 621 X-17 3 per- | X-18 214 
Age War II Am, C. 8. O., cent percent 
|Exp.3 percent} 2}4 percent 
a pre eee ‘ 
ee Se een ae sys SSS Be eee? $7.70 $2. 49 $1, 42 $0. 83 
oh a Shes baie Dh ach seete soe AOS ILOEE 7.70 | 2.61 1.54 83 
a a ge 7.81 2.73 1. 54 95 
re eed. ance SeMMaE 7.81 2. 85 1. 54 95 
RR eM Sk Fe cine 7.93 | 2.97 1. 54 95 
EL TS ELS a ae TTT: 7.93 | 3.09 1.66 95 
ee ee hi peninitoan 8.05 | 3. 21 1. 66 95 
TT ee ceagineasn 8.17 | 3. 33 1. 66 1. 07 
ee ae Tet EY os 8.17 | 3. 44 1.78 1.07 
MOTI. 20 AAR Sa Sor Se Ps eas hc 8.29 | 3. 68 1.89 1.07 
Dieser eS heroes 6 oe hap coeens 8. 41 3. 80 1. 89 1.19 
ieee 8, 52 4.04 2.01 1,19 
te eg ted el A 8. 64 4, 28 2.13 1.31 
NE 8. 76 4,51 2. 25 1, 42 
ee Fe ge th dtodd adedend 8, 88 4.75 2. 37 1, 54 
ee se OR ec OR OR OR kG 9. 00 | 5.11 2. 49 1. 66 
Meee EWE ae ge eee: 9, 12 | 5.35 2.72 1.90 
Oe ee OR ne ee as 9, 35 | 5.7 2. 96 2. 02 
eee se OR Se ee ca ened 9. 59 6. 06 3. 20 2. 37 
SUS 3 Sy ee a 9. 83 6.41 3.55 2.61 
aS 10. 06 6.89 3.7 2.85 
Seer ner CeCe eee ee eee 10. 30 | 7. 36 4.14 3. 20 
RO a Ra a eg ee 10. 54 | 7.96 4. 50 3. 56 
ee a are as 10. 89 | 8.43 4.97 3.92 
We eet a cas ee 33 ff e Bette 11, 25 9. 03 5.33 4.39 
SC ew aee ees on Ra te es 11.72 | 9.7 5.92 4. 86 
ee a re ep ee nce 12, 19 | 10. 45 6.39 5.34 
MeN ES hy ORI ee aR er  S ae 12. 79 | 11. 28 6. 98 5.93 
ee re ee a ee 13. 50 | 12. 12 7.70 6. 64 
ER eis eR eae RR ea eee 14, 21 | 13. 07 8. 41 7.24 
nee ul Se 15. 04 | 14.14 9, 23 8.07 
sik et he ses 15. 98 15. 20 10. 18 8.90 
De oR yas ee oes Seek a 17. 05 | 16. 39 | 11.13 9.73 
ee eg eee 18. 23 7.70 | 12.31 10. 68 
Nash 55.2 <a0ce : Z 19. 53 | 19. 12 | 13. 50 11. 87 
tg ee 20. 95 20. 79 14. 92 13. 05 
SLE AaB oe Ore 2 ee ea 22. 49 | 22. 45 16. 34 14. 24 
a gen Eee 24. 27 | 24, 23 18. 00 15. 66 
ce ee See oe 10. ee: 26. 16 26. 25 19. 77 17. 32 
Se eg eee eee et eee eee 28. 41 28. 51 21. 67 18. 98 
EE Oe a ee etc easisunciva 30. 78 | 30. 88 23. 80 20. 76 
i i 
~— | 
1 Subject to dividends. | 
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Comparison of annual premiums on various bases—Continued 
ORDINARY LIFE 














| INSLI 

World 

Age War II 
|Am. Exp. 
3 percent 
DR. ddd wcndatiowndne $14. 56 
Th wids a+ oonckiteitess 14, 80 
DR FAk ds cod ethicabnas | 15.15 
TE Site wane dalle Sheed 15. 51 
Beukbeseesdabecbbes 15. 86 
Ben kdeinaccdebbcebns 16. 22 
ER Or | 16. 69 
TE dbo. nnictiteboon- | 17.05 
TE Sie cnencattehe ol 17. 52 
Sib. ck. 25 tebe | 18.00 
ibhinspecmdloennes 18, 47 
ee Te Ye 18. 94 
Se dbedcnasdinebbs 19. 53 
OE a ee 20. 01 

ER ee 20.7 
eee ee 21. 31 
Tenidas as 21. 90 
i ebiinaccoédle ath 22. 61 
Te cin ad iad adnan 23. 44 
39_. “i ‘ 24.15 
GR. .Attésdbecetndien 25. 10 

' 
CO Sidincutcese $23. 20 
) Sea er tee 23. 56 
Bech opncsnkibabhe 23. 91 
Bid. <sccechibadiebn 24. 27 
eee ee 24. 63 
éebh 25. 10 
Stl co wkd eeeedibsua 25. 45 
Te bactoenn th ckpans 25. 93 
CE Si sccm cculbviites 26. 40 
Buikiccwndsntetbcad 26. 87 
is anasitiiininined 27.35 
dell. ccceakeestbo= 27, 82 
OR bbd~cucdatbenbhes 28. 30 
OR Bhd nwcévebebokes | 28. 89 
Di jscccs dee cdite- 29. 48 
Be bhi sons cdi chicas 29. 95 
ae eee ee 30. 66 
Di bidccesecbhsstbae 31. 25 
Ti ptibesocbcddebeinn 31.97 
Tt csebbnibebubines’ 32. 68 
hatetnctastecics 33. 39 
Gi ais. oncacbadadee $18. 23 
eee eee 18. 47 
Pi ccnchdinetiiin 18. 82 
TB Dhesccetebdaukewe 19. 06 
Pik tnescdctedbbcds 19. 42 
Tiida scoceddbatass 19. 77 
Gibb. vssbicchoneen 20. 13 
SORES ae 20. 48 
De aond acehnithdlbhdns 20. 84 
Citic cimbecbeuiowns 21. 19 
eS Se ee 21. 67 
Thebiccsccddebdbdves 22.14 
ln iencsesodetnbaliendin 22. 49 
OE ER ee 23. 09 
Sale. .cdubddbembens 23. 56 
—_ SS ae 24.03 
aGlasecsdicdhca 24. 63 
eh vccnadibssbhed 25. 22 
Ts coxnthabldabines 25. 81 
Osis... oir cde tan 26. 52 
CG idceicachdagseseun 27. 23 
1 Subject to dividends. 
24295—58 10 




















X-17 
3 percent 


$9. 35 

9.71 
10. 06 
10. 42 
10. 77 
11.13 
11. 48 
11. 96 
12. 43 
12. 90 
13. 38 
13. 85 
14. 44 
14. 92 
15. 63 
16. 22 
16. 93 
17. 64 
18. 35 
19. 06 
19. 89 


$16. 10 
16, 46 
16. 93 
17, 40 
17. 76 
18, 23 
18, 82 
19. 30 
19. 77 
20. 36 
20. 95 
21. 55 
22. 14 


$12. 31 
12. 67 
13. 02 
13. 38 
13. 73 
14. 09 
14. 44 
14. 92 
15. 39 
15. 75 
16. 22 
16. 69 
17. 28 
17. 76 
18. 35 
18. 94 
19. 53 
20. 13 


21. 55 
22. 26 


X-18 
—244 
percent 


$9. 73 
10. 09 
10. 44 
10. 68 
11. 03 
11. 51 
11. 87 
12, 22 
12. 70 
13. 17 
13. 65 
14.12 
14.71 
15. 19 
15. 78 
16. 37 
17.09 
17. 68 
18. 39 
19. 22 
19. 93 











INSLI 
World X-17 X-18 
Age War II |3percent| —2% 
Am, Exp. percent 
3 percent 
EE eee $25. $20. $20. 76- 
Tah. nie isteeo Re tecletioeil 21, 21. 59 
Civics ~-4ceeueees- 22. 54 
je ee 23. 49 
| DOERR ER: - RR 24.44 
ties <n 3 seein 25. 51 
tibia nina liieeRtinn 26. 70 
EH ae 27. 88 


SERA SSSRSSSSERAS SN! 
SeSVSssesressseseees 
SSESSHESESRNRESN 

SSISISSRSVAKSRsyge 


SSENSRSSSHSB 
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20 PAYMENT LIFE 


$17. 92 
18. 39 
18. 75 
19. 22 
19. 70 
20. 17 
20. 65 
21.12 
21. 59 
22. 19 
22. 66 
23. 26 
23. 85 
24. 44 
25. 04 
25. 75 
26. 34 
27.05 
27. 76 
28. 48 
29. 31 





48. 66 
51.14 

aN $34.10 | $28.65 $30. 02 
ee ca ncik hie se 34. 92 29. 48 30. 85 
RR aL feat 35. 75 30. 43 31. 68 
et... 2 Swe e 36. 70 31. 37 32. 63 
A RR 37. 65 32. 32 | 33. 46 
al nak oar bare 38. 71 33. 39 34. 41 
RR ated ey 39. 78 34. 45 35. 48 
ee <un dome utente 40. 96 35. 64 36. 55 
ee aoa 42. 15 36. 82 47.61 
tak tee 43. 45 38. 12 38. 68 
i shat imeeninsts 44, 87 39. 42 39. 87 
Mice sits teabcnbe du 46, 29 40. 84 41.17 
ARERR ee PIR 47,95 42. 38 42. 48 
a Bo ae 49, 72 43. 92 43. 90 
Mate cht kdebeecnnt de 51. 50 45. 58 45. 33 
kd 53. 51 47. 36 46. 99 
55. 64 49. 25 48. 65 

57. 89 51. 26 50. 31 

60. 38 53. 39 52. 21 

63. 10 55. 64 54. 22: 


30 PAYMENT LIFE 


$13. 53 
13. 76 
14.12 
14. 48 
14. 83 
15. 19 
15. 54 
16. 02 
16. 37 
16. 85 
17. 32 
17. 68 
18.15 
18. 75 
19. 22 
19. 81 
20. 41 
21. 00 
21. 59 
22. 19 
22. 90 
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Comparison of annual premiums on various bases—Continued 


20 YEAR ENDOWMENT 
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INSLI INSLI | 
World X-17 X-18 World X-17 X-18 
Age War II |3percent| —24 Age War II | percent 2% 
Am. Exp percent |Am. Exp. percent 
3 percent 3 percent 

tere S2 cea $40. 96 $37. 06 eee ho 3. Ck. a3. | $43. 57 $39. 90 $41. 29 
= ee 40. 96 37.17 SE Mn cee ene ca 43. 92 40. 25 41. 53 
et 2y ae 40. 96 37.17 ae ......--~2- 44. 28 40. 61 41. 88 
ne ee 41, 08 37.17 SOO WE. nso eees- | 44.75 41.08 42. 36 
eR a st ees 41. 08 87.17 See we Oee.. «coh 55. | 45.22 41. 55 42, 71 
SL RE Eo 41.20 37. 29 iS I Re ee 45, 82 42.15 43. 19 
Sate 41. 20 37. 29 ee ae... 2-2 46. 41 42.74 43. 78 
 «— ar e 41. 32 37. 41 Sean of ae->.. 2.4-5>25. | 47.12 43. 33 44. 38 
ARS ee 41. 44 37. 41 es sc dn eee 47.95 44.04 44.97 
eS Seite eats 41. 44 37. 53 SG SOP. ws ccaystcn 48. 78 44. 87 45. 68 
oh Se 41, 55 37. 65 See 62 ...2c.:. | 49.72 45. 7 46. 39 
te SORE RS 41. 67 37.77 i Th nce ut gen | 80.79 46. 65 47. 22 
«Sa ee 41.79 37. 88 0p O meas <<. 4-2 ye- 52.09 47.71 48.17 
PS ee 41.91 38. 00 See a) Wick. 56-4554. 53. 39 48. 89 49. 12 
GS Po el 42.03 38. 12 RS Reso - cet cons 54.81 50. 20 50. 19 
ere: aoe ees 3 42.15 38. 36 39.87 || 56__-. 56. 47 51. 50 51. 38 
ee ot ee oe 42. 38 38. 60 30.99. §7..------ | 88.25 53. 04 52. 68 
eg ce 42. 50 38. 71 40.22 || 58 | 60.26 54. 70 54.11 
hE 42.74 39. 07 40.46 || 59. | 62.39 56. 47 os. 53 
Metisse : 42. 98 39. 31 40.70 |} 60___- 64.88 | 58.37 7.19 
_ Sees 43. 33 39. 54 40. 94 || 

I 

ENDOWMENT AT AGE 60 

{| | | 
degen kt ee $14. 56 nee 0 ot a -..| $45.94 | $42.27 $43. 66 
a ok ceecenecet 19. 65 15.15 AT Sc. o 22-825 | 48.89] 45.22 46. 63 
ee See es |; owe 15. 86 16,97 || 43......---- 52. 09 48. 54 49. 95 
oe Beco Bia 20. 95 16. 57 16.70 =a 55. 76 52. 33 | 53. 75 
. wed es 21. 67 17. 28 18.39 |] 45......-.. 60.02 | 56.47 | 58. 02 
EE oa. gene eaaae 22. 38 18. 00 19. 10 | Mts cacnda eb ines 64.76 | 61.33 62. 89 
te eee as 23. 20 18. 82 lo, ae 70.32 | 66.89 68. 46 
et) ee 19. 65 | 20.88 || 48... es 76.72} 73.40 74. 99 
en ee i 24. 86 20. 60 21.83 || 49....--.------- : 84.41 | 81.10 82. 58 
A Ree pe 21. 67 Ste Wes. -0+rs-2- as 93.53 | 90.21 91. 84 
— 26.87 | 22.73 23. 85 | 51..................| 104.66| 101.34] 102.99 
Pe otenesees 27.94| 23.80 S68 Tl OEs ss. -- nonce | 118, 51 115. 31 116. 99 
oh emcee | 29,24 25. 10 26. 34 || 53....-..-.-------- 136.27 | 133.07 134. 7 
i Sak cae | 30.43} 26.40 Pe FF Wee a nee e nic nn nasae 160.06 | 156.87 158. 52 
i ER [lee ee 29.07 || 55.....-.---- 193.09 | 189.90 191.7 
ots seats | 33.39 | 29. 36 30.73 || 56__--- | 242.58 | 239.50 241. 34 
Os en oes 35. 04 31. 02 | 32. 39 | 57... i | $24.98! 321.90 323. 92 
Dae atest lates 36. 82 32. 91 34.29 || 58...... 489,42 | 486. 34 488, 85 
ed PR ee, ER ee 34. 92 36. 31 aa 981.92 | 978.96 982. 68 
Wes os eo _.| 40.96 37.17 38. 44 || 60__- Pee Asa sunae ts 
VS ee 39. 54 40. 94 || 

ENDOWMENT AT AGE 65 
T l | 

ek eee. | $17.17 $12. 55 O00: Se tr ae... .-| $36.58 $32. 68 $33. 93 
ke EE 17. 64 13. 02 14.09 fi @9.-........:. 38.48 | 34.69 | 35. 83 
a ae 18. 11 13. 61 14.48 || 43____- -| 40.49 36. 7 37.97 
23 18. 71 14.09 15.07 || 44 1 Uaay 39. 07 40. 22 
24. Saran 19. 18 14. 68 | 15.66 || 45....-- 45, 22 41. 55 42.71 
25... - 19. 77 15. 27 | 16.26 || 46...-- 48.07 | 44.40 | 45. 56 
26... 20. 36 15. 98 16.97 || 47 51.14} 47.47 48. 65 
27 21. 07 16. 57 | 17. 56 || 48 54.58} 50.91 | 52. 09 
28 21. 78 17. 28 | 18.39 || 49 58.37 | 54.81 56. 00 
29 . 22. 49 18. 11 19.10 || 50-_.. 62.75 | 59.19 60. 39 
30 | 23.20 18. 94 19.93 || 51--.. | 67.72) 64.17 65. 38 
eS cae ee 24. 03 19. 77 20.76 || 52___- | 73.40} 69.85 71. 07 
32 ales 24. 98 20. 72 21:98 i) @8.22..... | 80.03 | 76.48 77.72 
Bie re Si 25. 93 21. 67 93:78 i) §6-.:..-..: } 87.85 | 84.29 85. 43 
34 26. 87 22.73 23.86 || 65.......-- 97. 20 93. 65 94. 80 
35 28. 06 23. 91 24.92 || 56 | 108. 56 105. 01 106. 08 
Re Cnet cmme wn 29. 12 25. 10 26.38 th) WF --s.---..-32- | 122. 65 119. 10 120. 20 
ea iceman g 30. 43 26. 40 A \ | Eee s 140. 65 137.10 | 138.23 
Dee cs cekeaneees 31. 85 27. 82 28.95 || 50...- 164, 56 161.01 | 162. 20 
ee nteaeien es | 33.27 29. 36 20: @ fi @:-:. ...-..25.4: 197.95 194. 28 195. 54 
40....--------------| 34.81 | 30.90 32. 04 | } 


! Subject to dividends. 
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Mr. Knapp. Mr. Chairman, the next category involves the subject 
of monthly total disability income benefits under national service life 
insurance. 

Total disability income benefits: Under section 602 (v) of the 

National Service Life Insurance Act, the Administrator is authorized, 
upon application by the insured, proof of good health, and pa ment 

of an extra premium, to include in the policy a provision whereby the 
insured, upon becoming totally disabled for a period of 6 Senapites 
months or more commencing after the date of his application and 
before attaining the age of 60, and while the payment of any premium 
is not in default, shall be paid monthly disability benefits from the 
first day of the seventh consecutive month of and during the con- 
tinuance of such total disability of $5 for each $1,000 of such insur- 
ance in effect when the benefits become payable. The total dis- 
ability income rider may be added to any national service life insurance 
policy except those issued since April 1951 under section 620 or under 
section 621 of the act. 

H. R. 11577: This bill would amend the above provision of law 
to do three things. First, it would increase the total disability 
income benefit available from $5 to $10 per month for each $1,000 of 
insurance in force. Second, it would raise the age limit from 60 to 
65 before which the insured must have become totally disabled in 
order to quality for the benefits. Third, it would permit the inclusion 
of the total disability income rider in term policies issued under 
section 621 of the act. These policies were issued between April 25, 
1951, and January 1, 1957, to persons who applied therefor during 
such period and within 120 days after separation from active service, 
The bill would permit holders of policies with existing $5 total dis- 
ability income riders, who are in good health and otherwise qualify, 
to surrender their $5 rider and ae the $10 provision to their policies, 

The proposed extension of the delimiting age to 65 is contrary to 
commercial life insurance practice. No major company has a limiting 
age higher than age 60, and most companies limit the coverage to 
age 55 because of the unfavorable experience they have had with pro- 
viding disability income coverage at Ticker ages. On the other hand, 
the proposed increase in the monthly benefit to $10 per month per 
$1,000 is in line with current practice of commercial companies. 

All national service life insurance policies provide for waiver of 
premiums if the insured becomes totally disabled prior to age 60. 
Thus an insured eligible for monthly benefits under the section 602 (v) 
rider has the premiums on his basic insurance waived under section 
602 (n) of the act. The bill, by extending the delimiting age under 
section 602 (v) to 65, would, hank the insured becomes totally dis- 
abled on or after age 60 and prior to age 65, result in the anomalous 
situation whereby the Veterans’ Administration would pay him 
monthly benefits for total disability yet not waive premiums on his 
basic insurance. If the bill is considered further in its present from 
it should be amended as indicated in our report on the bill. 

Enactment of the bill would involve some additional administrative 
cost, as well as additional benefit cost to the Government in connec- 
tion with disabilities resulting from the extra hazard of military or 
naval service. However, it is not possible to accurately estimate 
such costs. 
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The proposed extension of the coverage to age 65 is objectionable 
for the reasons stated. However, the Veterans’ Administration would 
favor a total disability income rider providing $10 per month per 
$1,000 of insurance, as proposed, with a limiting age of 60. 

VETERANS’ ADMINISTRATION, 
DEPARTMENT OF INSURANCE, 
Washington, D. C., April 22, 1958. 
Hon. Ouin E. Treacus, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington, D. C. 


Dear Mr. Treacue: In response to the request of the committee, we are fur- 
nishing the following figures relevant to your committee’s consideration of H. R. 
11577. All of this data is as of March 31, 1958. 


1. Participating national service life insurance 


VEG SUED CORSE Y TRUE no. nn ule winder enh onnwen abn $7, 720 
Average size policy on all participating NSLI____-.__.__--_- $6, 564 
Average size 5-year term policy. -.....-..-.-..-.---------- $7, 684 
a Soe eee NON ME ecm sl lsd $4, 954 
Insurance in force on March 31, 1958: 
I ng oll 5, 416, 287 
Ne ee ait wemuunugmm enna > $35, 552, 601, 065 
Disability riders in force on March 31, 1958: 
Prem GremeeONi 250 J 268s ele ol eae ac. Cec 84, 863 
MOURN OF TRMUITONORS os end dowel ste is~ bowen eon le.d $655, 129, 500 


Active disability benefit awards 





Number of} Monthly Average 
policies benefits monthly 








benefit 
Waiver of premiums....................-. Saehnisindbhnemeiimeties 70, 655 716, 082 $10. 13 
SOR MINE 55S beth edb ane hbdewkcl 417 15, 845 38. 00 
2. Nonparticipating national service life insurance 
(a) Insurance issued under sec. 620 of the NSLI Act: 
Average size policy on all sec. 620 insurance__-_____---.- $8, 780 
Average size 5-year term policy... ............-...-..- $9, 344 
Average size of all other plans__.__..............---_-- $8, 053 
Insurance in force Mar. 31, 1958: 
I I cea ittwatin era chide « 31, 903 
Sa RD on eek Chin thie Swiss wp io $280, 119, 584 
Active waiver of premium disability awards: 
peer at Were. Lb SSL ile 6, 754 
DOOR P HOROINB ss S55 bade Vi de is os sae isda J $54, 279 
Average monthly benefit... .........-...-....--.-.. $8. 04 
(b) Insurance issued under sec. 621 of the NSLI Act: 
Average size policy on all sec. 621 insurance (all 5-year 
Pee tea. see Poa sk cee ook US $9, 130 
Insurance in force Mar. 31, 1958: 
RINNE NE Oh Fi Sia cert d omeel da wb sle 695, 963 
SL i Sil cae baton wa Bemibev vo we eee $6, 354, 131, 500 
Active waiver of premium disability awards: 
Peemnnnse tr eeeeetta J. bee a SU Sk 768 
DEER OER sctiss. 55 is soos ws nee -ws seen $1, 884 


Average monthiy benelit. . . 2... ns i wcwe incensed $2, 45. 


ne NS 
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3. United States Government life insurance 


Average size disability. rider. ..<-..-.- nani obsiecee<acee<-- $6, 185 
Average size policy on all USGLI____-__---.---.------__--- $4, 377 
Average size 5-year term policy. ...........-.-.-.---.-22.- $6, 349 
Average size in all other plans____.-.._...2..2...-.--.--L.- $4, 345 
Insurance in force on Mar. 31, 1958: 

DECOR Ol TO io iss aie one opine cndknn titen ne t@hhee 357, 260 

PETRIE OR CUEIOO oe or ee a ee oe eis nt aoe $1, 563, 615, 796 
Disability riders in force on Mar. 31, 1958: 

Number of ridere@.iciieisiieuoo. susie av eds wii ~feions 25, 562 

ATAONN OF INSUTENOS.6) TS. cl ties iluddd usw eaebliodcmetd $158, 100, 601 


Active disability benefit awards 





Number of Monthly Average 
policies payments monthly 











payments 
"Tgees Cerra GN < «wooo onc cc accccnesanecncqostes 16, 753 $488, 131 $29. 14 
DDMGUEIN DROCNG ois Secs dissin nds dck casei has sd 2, 006 74, 131 36. 95 


Very truly yours, 
Raupu H. Stone, 
Chief Insurance Director. 


Mr. Asprnatu. As I understand it, the Bureau of the Budget 
would have no objection if the bill was amended as suggested. 

Mr. Knapp. That is correct, sir. 

In discussing the last proposal, Mr. Chairman, I mention that all 
NSLI policies contain a provision for waiving the premiums for total 
disability. This next group of bills involves proposals to liberalize 
this waiver of premium provision of the act. 

Waiver of insurance premiums: H. R. 3265. This bill is identical 
with bills introduced in the 82d and 83d Congresses on which the 
Veterans’ Administration submitted adverse reports to the committee 
(see Committee Print No. 61 on H. R. 1859, 83d Congress). The 
purpose of the bill is to amend section 602 (n) of the National Service 
Life Insurance Act of 1940, as amended, to provide a waiver of 
premiums during any period when an insured is entitled to compensa- 
tion for a disability rated as 30 percent or more disabling, under part I 
or part II of Veterans Regulation No. 1 (a). (Parts I and II of this 
regulation were repealed, effective January 1, 1957, and the provisions 
thereof incorporated in title ITI, Public Law 85-56.) In addition, the 
bill would amend section 306 of the World War Veterans’ Act, 1924, 
as amended, to provide for a total disability waiver under United 
States Government life insurance identical with national service life 
insurance waiver benefit as provided in the bill. All benefits provided 
by the bill would be available on and after the date of its enactment. 

Under section 602 (n) of the National Service Life Insurance Act, 
it is required to that the disability—from any cause—be total before 
waiver of premiums is authorized. The purpose is to save the insur- 
ance protection for those who, because of total disability, have lost 
their earning capacity and thus may be unable to pay premiums be- 
coming due thereon. Many persons having a 30 percent or more 
partial disability can and do follow substantially gainful occupations 
and are financially able to continue payment of insurance premiums. 
It should be noted that the premiums for national service life insurance 
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are calculated without any loading for waiver of premiums. The 
proposed authorization for waiver of premiums with respect to 
United States Government life insurance (World War I) is new in its 
entirety. Although such insurance may mature and payments be 
made upon a showing of permanent and total disability, there isno 
present authority for waiver of premiums, as such, for total disability. 
Enactment of the bill would adversely affect both of the Government 
insurance trust funds. Accordingly, the Veterans’ Administration 
does not recommend its Scosmalie consideration. 

H. R. 8707: This bill is identical with H. R. 8479, 81st Congress, 
on which the Veterans’ Administration reported adversely to the 
committee on July 3, 1950 (Committee Print No. 287). Existing law 
provides for the waiver of premiums on national service life insurance 
where total disability of the insured continues or has continued for 6 
or more consecutive months, if such disability commenced (1) subse- 
quent to the date of his application for insurance, (2) while the 
insurance was in force under premium-paying conditions, and (3) 
prior to the insured’s 60th birthday. The bill, if enacted, would 
authorize waiver of premiums on national service life insurance for 6 
or more months of continuous total disability regardless of the age of 
the insured at the time such total disability commenced. 

Excepting persons whose disabilities are deemed total statute, such 
as loss of both feet, hands, eyes, and so forth, a substantial number 
of those who qualify for waiver of premiums at the younger ages 
eventually recover from their total disability. At ages over 60 it 
becomes increasingly difficult to establish whether or not it is possible 
for the insured, in the language of the statute, ‘to follow any sub- 
stantially gainful occupation,” and the rate of recovery from total 
disability in such cases is very small. Commercial insurers generally 
limit waiver of premiums for total disability to cases in which total 
disability commences prior to the insured’s 60th birthday, and in some 
cases prior to the insured’s 55th birthday. 

The premiums for national service life insurance are calculated 
without charge for the waiver benefit. Therefor, it is necessary on 
the participating policies to make provisions for this cost out of the 
earnings which would otherwise be distributed as dividends. The cost 
of providing the waiver varies with the plan of insurance and the age 
of the insured. Dividends on most plans would have to be sharply 
cut, and at the higher ages at issue probably eliminated entirely, since 
the gross premium charged might be insufficient to cover both the 
death and disability benefits. Policyholders in the higher age group 
probably would have to be subsidized to a greater or less extent by 
the other policyholders. 

The Treasury, through the national service life insurance appropria- 
tion, would have to bear the additional cost of the bill on the participat- 
ing insurance resulting from the extra hazards of service. Also, addi- 
tional appropriations would be required to make up the future deficits 
in the section 620 service disabled veterans’ insurance revolving fund, 
for which the Congress has to date appropriated $4.5 million. How- 
ever, the major cost of the bill would be borne by the national service 
life insurance trust fund. 

The Veterans’ Administration does not favor enactment of the bill. 

H. R. 8710. This bill would authorize waiver of premiums on na- 
tional service life insurance beginning with the first premium due date 
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after total disability commenced regardless of the date of application. 
The law originally provided that no waiver would be effective prior 
to the date of application. However, in view of hardship cases which 
occurred as the result of wartime conditions of service, the Insurance 
Act of 1946 liberalized this provision to authorize retroactive waiver 
of premiums which had become due not more than 5 years prior 
to August 1, 1946 (effective date of that act), if application was made 
prior to August 1, 1947. It was specifically provided that as to 
applications for waiver made after the latter date, the waiver would 
not apply to premiums becoming due more than 1 year prior to 
receipt by the ieee Administration of the application. In order 
to take care of hardship cases, the law further provides that in any 
case in which the Administrator finds that the insured’s failure to 
make timely application for waiver of premiums or his failure to 
submit satisfactory evidence of the existence or continuance of total 
disability was due to circumstances beyond his control, waiver or 
continuance of waiver of premiums may nevertheless be granted. 

The bill would require the Veterans’ Administration to review and 
reopen thousands of adjudicated claims for waiver of premiums. It 
would greatly increase the administrative difficulties in that deter- 
mination of the commencement of total disability would often be 
delayed many years. It would be extremely diffreult in many in- 
stances to verify statements regarding the alleged total disability 
due to the lapse of time and very likely would necessitate extensive 
investigation before a determination could be made. The time 
allowed for filing application for waiver of premiums and the period 
over which waiver of premiums may be effective under existing law 
are liberal, particularly in view of the fact that the Administrator of 
Veterans’ Affairs is now authorized to grant waiver of premiums 
during total disability without restriction as to the commencement 
date of waiver in any case in which it is shown that failure to make 
timely application for waiver was due to circumstances beyond the 
control of the insured.. 


ALTERING THE PERIOD FOR APPLYING FOR INSURANCE BY SERVICE- 
DISABLED VETERANS 


H. R. 919 and H. R. 2208. These bills would amend section 620 
of the National Service Life Insurance Act to alter the period for 
applying for insurance thereunder. 

Under existing law, application for service-disabled veterans’ insur- 
ance (under sec. 620) must be made within 1 year from the date 
service connection of the disability is determined by the Veterans’ 
Administration. These bills would permit application within 1 year 
from the date of notice by the Veterans’ Administration of the estab- 
lishment of service connection of the disability or of potential eligi- 
bility to section 620 insurance, whichever is the later. 

Under existing procedure, a signed copy of each rating sheet con- 
taining an initial grant of service connection in cases of veterans 
released from active service on or after April 25, 1951, is forwarded by 
the regional office making the rating to the district insurance office of 
the area where the veteran resides. When the rating sheet is received 
in the correspondence section of the district office a form letter, 
together with an application for national service life insurance, is 
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mailed to the veteran notifying him of his potential entitlement to 
section 620 insurance. The form letter (copy of which is reproduced 
at end of this statement) specifically advises the veteran in bold type 
of the final date for applying for such insurance. 

Under the existing procedure, the veteran is promptly notified of his 
rights to insurance and of the final date for applying therefor. As the 
notice is forwarded within a relatively short time after determination 
of service connection, the running of the 1-year period from the latter 
affords the veteran adequate time to act. Accordingly, it is believed 
that the change proposed by the bills is unnecessary. However, if 
the committee should consider this proposal further, it would be 
desirable, in view of certain aspects, to confer with your staff on tech- 
nical changes in the form of the bills. 


ASSIGNMENT OF INSURANCE 


H. R. 9242. This bill would permit permanent plan United States 
Government and national service life insurance policies to be assigned 
as collateral security for a loan made to the insured. The bill would 
apply only with respect to loans made after the date of enactment. 
Assignment would be permitted only if (1) the lender insured the 
borrower against death and permanent total disability in the amount 
of the unpaid balance, plus accrued interest and other charges on the 
loan, with the lender as beneficiary, and (2) in the event of death 
or permanent total disability, the borrower would have no recourse 
against the Government insurance assigned as collateral security for 
the loan. It is apparently intended by the bill that if the borrower 
defaulted on the loan prior to death or permanent total disability the 
lender could cash surrender the Government life insurance assigned as 
collateral for the loan. 

An insured under a permanent plan United States Government or 
national service life insurance contract has the right at any time, after 
expiration of the first policy year and before lapse, to borrow up to 
94 percent of the reserve of his policy at an interest rate of 4 percent 

er annum. Commercial lenders today are requiring interest on 
oans in excess of the 4-percent rate charged on the Government life 
insurance policy loans. Thus, an insured would not only have to pay 
a higher rate of interest to obtain a loan from a commercial lender but, 
in addition, under the bill, would apparently have to pay for the cost 
of commercial insurance to protect the lender. 

Since the beginning of the Government life insurance program in 
1917, the law has protected the rights of the insured and his bene- 
ficiary by prohibiting the assignment by the insured of his Government 
life insurance and has exempted the benefits thereof from attachment, 
levy, and seizure based on claims of commercial creditors. To permit 
the assignment of Government life insurance as collateral for a 
commercial loan would serve to defeat the primary purpose of the 
Government life insurance program, which is to assure protection for 
the beneficiary in the event of the death of the insured. 


INDEMNITY 


H. R. 10380. The bill would provide a maximum gratuity of 
$10,000 to certain survivors of a member of the uniformed service who 
dies after 1956, only in those cases where neither dependency and 
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indemnity compensation nor death compensation is payable solely 
because the disability causing the member’s death was not incurred or 
aggravated in line of duty. 

The line-of-duty requirements for the payment of death compensa- 
tion or dependency and indemnity compensation are not met when 
the injury or disease causing the member’s death resulted from his 
own willful misconduct or while he was (1) avoiding duty by deserting 
the service, or absenting himself without leave materially interfering 
with the performance of military duties; (2) confined under sentence 
of court-martial involving an unremitted dishonorable discharge; or 
(3) confined under sentence of a civil court involving a felony. Pay- 
ment of another type of gratuity based solely on the very factors which 
bar payment of survivor benefits by the Veterans’ Administration 
(as is proposed by the bill) would be a major departure from the long- 
established congressional policy in this field of legislation. 

The Administrator recommends in his report (Committee Print 
No. 184) that your committee not give favorable consideration to this 
bill. Further, the Bureau of the Budget advises that it is opposed to 
the enactment of the bill. 

H. R. 138. This bill proposes to amend the Servicemen’s Indemnity 
Act of 1951, which act was repealed, effective January 1, 1957, by 
Public Law 881, 84th Congress, approved August 1, 1956. 

As the committee is aware, the automatic servicemen’s indemnity 
($10,000, less any Government insurance in force) was provided as 
a substitute for voluntary insurance for persons in the active service. 
Although it was authorized on a more limited basis, it retained certain 
elements of insurance such as the right to select a beneficiary. Pay- 
ments under existing indemnity awards will continue to be made over 
the remainder of the 10-year period to the beneficiary designated by 
the serviceman or if no beneficiary was designated to the first eligible 
class of beneficiaries in this order: Surviving spouse, child or children, 
parents, brothers, and sisters. 

The bill provides that in the absence of a designation of beneficiary 
for indemnity by a person having in force Government life insurance, 
the indemnity Shall be paid to the designated beneficiary of such 
insurance if within one of the classes provided for servicemen’s in- 
demnity purposes. It is possible that in certain cases the bill would 
effect a aul contrary to the servicemen’s wishes. For example, a 
man may have had a small amount of Government insurance payable 
to his parents. He then entered the service, married, and was 
advised that the free indemnity would under the Indemnity Act be 
paid to his wife whether designated or not. He therefore relied on 
that provision of the law expecting his wife to receive the indemnity 
and the parents the insurance. The bill would result in both the 
insurance and the indemnity being paid to the parents in this type 
of case. As this has been a closed benefit program for over 1 year, 
it is questionable whether such a change should now be made in the 
beneficiary provisions which could affect only past deaths. 

H. R. 196. This bill would be effective from June 27, 1950, and would 
provide that notwithstanding any provision of law regarding the 
payment of servicemen’s indemnity, there shall be paid to the estate 
of any beneficiary within the permitted class all accrued installments 
to which such beneficiary was entitled prior to his death but not re- 
ceived by him prior thereto. 
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As indicated, the Servicemen’s Indemnity Act has been repealed. 
However, payments of matured indemnity are being made in accord- 
ance with the provisions of such act prior to its repeal. The Service- 
men’s Indemnity Act specifically provided that no payments shall 
be made to the estate of any deceased beneficiary. Any installments 
of indemnity not paid to a beneficiary during his lifetime are paid 
to the contingent beneficiary, if any, otherwise to the beneficiary or 
beneficiaries within the permitted class next entitled to priority. 

The retroactive feature of the bill would involve a number of ad- 
ministrative problems. It would require changes in all existing awards 
where a prior beneficiary died without having received all of the pay- 
ments authorized by the bill. For example, it would be necessary to 
award the accrued installments to the estate of the deceased prior 
beneficiary and to amend the award to the person next entitled to 
receive the indemnity so as to make it commence the month following 
that for which the last payment was made to the estate of the prior 
beneficiary. This would result in creating overpayments which would 
in turn cause payments to be suspended until the overpayments had 
been liquidated. In cases where the overpayments could not be 
liquidated from future payments to the beneficiary receiving such 
overpayments, it would be necessary (since overpayment of indemnity 
may not be waived under the act) to collect from him or, if deceased, 
from his estate the amount of such overpayments. In some such 
cases it might be necessary to pay accrued installments to the estate 
of the first beneficiary, collect overpayments from the estate of the 
= beneficiary, and pay monthly installments to a third bene- 

clary. 

From the foregoing, it is apparent that enactment of the bill would 
involve administrative complications and result in hardship for certain 
secondary beneficiaries to whom previously accrued installments have 
properly been paid. 

MISCELLANEOUS 


H. R. 5656. This bill would authorize the payment of national 
service life insurance which matured prior to August 1, 1946, in a 
lump sum. Under existing law such insurance is payable only in 
installments and only to the widow, widower, child, parent, brother, 
or sister of the insured. 

The bill is identical in purpose with section 1 of H. R. 2828, 84th 
Congress, on which the Veterans’ Administration rendered a report 
to the Committee on Veterans’ Affairs, May 26, 1955 (Committee 
Print No. 128). The Veterans’ Administration report discusses in 
detail the background of the National Service Life Insurance Act 
and the reasons for the limitations on beneficiaries and modes of 
payment with respect to the (wartime) insurance maturing prior to 
August 1, 1946 (the date of the amendatory Public Law 389, 79th 
Cong.). Among other things, the bill, if enacted, would open the 
way to adverse selection as it would afford an election to be exercised 
at the option of the beneficiary. Part of the increased cost of the 
result of such adverse selection would be borne by the national service 
life insurance trust fund. Enactment of the bill is not recommended 
by the Veterans’ Administration. 

Certain gratuitous insurance up to $5,000 is authorized under the 
National Service Life Insurance Act for those who died, or became 
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totally disabled, or were captured, besieged, or otherwise isolated 
by the enemy prior to April 20, 1942. Such insurance is payable only 
to the surviving spouse, children, or dependent parents. The depend- 
ency of parents is determined as of the time of the death of the insured. 
Further, it is required that the application for gratuitous insurance 
be filed in the Veterans’ Administration within 7 years after the death 
of the insured. 

H. R. 2209. This bill would provide that a parent who was not 
dependent upon the insured at the time of his death shall be eligible 
as a beneficiary of gratuitous insurance upon a showing of dependency 
at any time thereaft ter and would extend the time for filing application 
for benefits. The bill is identical with H. R. 4420, 84th Congress, on 
which the Veterans’ Administration reported to the committee, 
May 24, 1955 (Committee Print No. 123). That report discusses in 
detail the effects of the bill and indicates that it would not only greatly 
increase the liability of the Government for gratuitous insurance but 
would jeopardize the future interest of certain present beneficiaries 
of insurance in cases where one parent not dependent at the time of 
the insured’s death became dependent at a later date. 

H. R. 2192. A related bill, would extend gratuitous insurance to 
parents without regard to dependency. The cost of this bill is esti- 
mated to be approximately $36 million. The cost of H. R. 2209, 
above, although it is not possible to estimate with accuracy, would 
be somewhat less than that figure. 

H. R. 8708. The purpose of this bill is to increase from $5,000 to 
$10,000 the amount of gratuitous insurance authorized under the 
National Service Life Insurance Act. This, of course, would greatly 
increase the cost of the gratuitous insurance program which already 
involves expenditure by the Government of over $212 million through 
January 31, 1958. The Veterans’ Administration is unable to justify 
recommending further liberalization of this gratuitous benefit as 
proposed by the bill. 

H. R. 5400. This bill would require that notice of lapse of United 
States Government or national service life insurance be sent by 
certified mail addressed to the last known address of the addressee 
within 1 week following expiration of the grace period. Under 
existing procedure, policyholders are notified by first-class mail of 
lapse of their insurance approximately 15 days after expiration of the 
grace period, and if an application is not received a second notice is 
mailed approximately 30 days after release of the first letter. 

Many insureds delay the mailing of their premiums until the last 
day of the grace period which, of course, is their right under the 
contract. Therefore, a screening for lapses earlier than 15 days 
after expiration of the grace period would result in finding apparent 
lapses but which in fact would be timely remittances not yet posted 
to the accounts. 

The Veterans’ Administration believes that enactment of the bill 
would result in premature notices of lapses to many insureds, causing 
misunderstanding and confusion, as well as unnecessary cost to the 
Government. Accordingly, favorable consideration of H. R. 5400 
is not recommended. 
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(VA form letter re service-disabled veterans’ insurance:) 


VETERANS’ ADMINISTRATION, 
Philadelphia, Pa. 

We are pleased to tell you that you may apply for a special type of national 
service life insurance, since your disability is connected with your service. You 
will qualify if (1) your release from active srevice was on or after April 25, 1951, 
(2) your health is good except for your service-connected disability, and (3) you 
apply within 1 year from the date we found your disability to be service con- 
nected. Your final date is -...........-.-.----. 

This insurance can be issued on 1 or more of 7 plans. Dividends are not paid 
on this kind of insurance. If you select the term plan, it can be converted. You 
may not at any time choose endowment insurance if you are totally disabled for 
insurance purposes. Payment of premiums may be waived if the total disa- 
bility is continuous for 6 or more months after the insurance is issued. 

You may purchase insurance in an amount up to $10,000 less any other Gov- 
ernment life insurance you have. (It is issued in multiples of $500 and not less 
than $1,000.) The enclosed pamphlet shows the premium rates and plans. 

If you now have national service life term insurance with the letters “RS” 
before the policy number, it cannot be changed to a permanent plan. Therefore, 
you may want to replace it with this special type of insurance. 

The instructions for applying are in parts III and IV of the application. It is 
important that you send the first premium with the enclosed supplement just 
before the physical examination. 

Additional information may be secured from the nearest office of the Veterans’ 
Administration. 

You should act promptly. Many veterans are sorry they waited too long be- 
cause we could not issue the insurance they wanted. 

Sincerely yours, 
T. KieRNAN, 
Director, Insurance Service. 
Enclosures: 
VA Form 9-4364, VA Form 9-352a, VA Pamphlet 9-9. 
FL 9-5. 
Feb. 1958 (R). 

An inquiry by or concerning an ex-service man or woman should, if possible, 
give veteran’s name and file number, whether C, XC, K, N, V, H, RH, RS, or 
loan number. If such number is unknown, service or serial number should be 
given. 

Mr. Knapp. | have nothing to add personally, Mr. Chairman; in 
the absence of questions or additional information that you would 
desire, I believe there is nothing further for the record. 

Mr. AspInaLL. We have dealt very distinctly with these bills that 
are before us, as I remember, during the last Congress. 

Does either of your staff want to add anything? 

Mr. Poissant. I have nothing to add. 

Mr. Knapp. I think not, sir. 

Mr. AsprnaLu. Thank you very much, Mr. Knapp and the mem- 
bers of your staff, for your presentation this morning. We appreciate 
your cooperation. 

I understand that there is a possibility that some of the insurance 
associations may like to make a statement. If they so desire, unless 
there is objection, the statements will be received and printed at 
this point and placed in the record. Hearing no objection, it is so 
ordered. 

Thank you very much. The hearings are terminated. 


(Whereupon, at 11:50 a. m., the hearings were concluded.) 
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STATEMENT OF THE AMERICAN LiFE CONVENTION AND THE LIFE INSURANCE 
ASSOCIATION OF AMERICA SUBMITTED TO THE INSURANCE SUBCOMMITTEE OF 
THE House COMMITTEE ON VETERANS’ AFFAIRS APRIL 18, 1958 


The American Life Convention and the Life Insurance Association of America 
have a combined membership of 265 companies representing approximately 98 
percent of the life insurance in force in the United States. 

This statement is being submitted by these two associations with regard to bills 
presently under consideration by this subcommittee which would provide in vary- 
ing degrees for the restoration of certain rights of veterans with respect to 
USGLI and NSLI which rights have been terminated by subsequent legislation. 
These bills are H. R. 920, H. R. 1275, H. R. 2210, H. R. 5644, H. R. 6149, H. R. 
6639, H. R. 6003, H. R. 3262, H. R. 4434, H. R. 5401. There are also bills before 
this subcommittee which would allow for the conversion of certain term insurance 
policies, presently in force, into permanent insurance policies. These bills are 
H. R. 2207, H. R. 4856, H. R. 11382, H. R. 11383. 

The American Life Convention and the Life Insurance Association of America 
have presented statements on this subject before this subcommittee on past 
occasions. On May 22, 1953, a statement was filed reaffirming the policy of the 
two organizations with respect to role of the United States Government in fur- 
nishing life insurance to former members of the Armed Forces. Again, under 
date of May 26, 1955, a statement on this subject was submitted to the sub- 
committee... Our comments at that time with respect to life insurance on the 
lives of discharged servicemen appear to be as appropriate today as they were 
on those occasions and are set out below. 

“The Government should not provide life-insurance coverage for a discharged 
serviceman whose physical insurability, has not been impaired while in service. 
Private insurance companies are in a position to meet all of the insurance require- 
ments of these men. Government insurance in its present form involves a sub- 
sidy. While no opinion is offered as to the desirability of granting such a subsidy 
to veterans, it seems abundantly clear that doing so does involve the maintenance 
of a huge Government life-insurance business, with the administrative cost being 
paid from public funds. 

“Notwithstanding the generous subsidies involved in the system, the vast 
majority of veterans have discontinued their national service life insurance. It 
seems obvious that if the cost of the administration of a Government insurance 
system were to be borne by the policyholders, a veteran would be ill advised to 
choose Government coverage in preference to private life insurance with its 
superior service. The Government, in offering insurance to insurable veterans, 
duplicates and competes with private life insurance. From the standpoint of the 
Government it multiplies and projects into the future the high administrative 
costs which were so clearly shown by the 1951 studies.” 

We feel that the issuance of permanent insurance to veterans by the Govern- 
ment eannot benefit the veteran unless the system is subsidized by the taxpayers. 
Commercial life-insurance companies can provide better coverage and better serv- 
ice but they cannot and should not be required to compete with subsidized 
Government life insurance. 

We of course recognize and support the principle that those veterans who have 
become physically impaired while in service and have thereby lost their normal 
insurability should receive insurance protection through Government auspices 
without penalty for the impairment incurred. This is true under the existing 
provisions of Public Law 881, 84th Congress, the Servicemen’s and Veterans’ 
Survivor Benefits Act. 

The legislative history of this problem supports the foregoing position and 
demonstrates a uniformity of conclusion on the part of those who have studied 
the problem. 

1. After lengthy studies in 1950 it was found desirable to terminate the issuance 
of permanent national service life insurance policies and such insurance has not 
been issued since April 25, 1951. 

2. In June 1953, following hearings which included proposals for reopening the 
Government insurance programs, these bills were among those reported upon 
unfavorably by this subcommittee. 

3. Again, following the hearings in May 1955, this subcommittee deferred any 
action on this type of legislation. 





See p. 1017 of hearings on bills amending insurance and indemnity laws administered by the Veterans’ 
Administration, May 26 and 27, 1955, before the Subcommittee on Insurance of the House Committee on 
Veterans’ Affairs. 
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4. In 1955, the House Select Committee on Survivor Benefits, of which the 
present distinguished chairman of the House Committee on Veterans’ Affairs is a 
member, discussed the question of national service life insurance in its final report.? 
In addition to recommending the repeal of the gratuitous indemnity, the committee 
had this to say about postservice term insurance: 

“Today, upon leaving the service, a serviceman has the right, within a period 
of 120 days, to acquire, without physical examination, a special nonconvertible, 
nonparticipating, 5-year term national service life-insurance policy. 

“The committee sees no justification for continuing this provision of existing 
law, for in reality former servicemen can purchase commercial insurance of this 
nature at a rate approximating the stated NSLI rate for this type policy and in 
some respects, under commercial policies, can secure a more desirable contract 
than is offered by the Government. 

“The committee approves and recommends the continuation of postservice 
national service life insurance for men leaving the service with a physical 
disability.” 

6. Recommendation 49 at page 338 of the report entitled, ‘‘Veterans’ Benefits 
in the United States,” issued by the President’s Commission on Veterans’ 
Pensions in April 1956, read as follows: 

“Recommendation No. 49: As discussed in another part of the Commission’s 
report, the Government should continue to provide insurance to veterans with 
service-connected disabilities which prevent them from obtaining commercial 
life insurance at standard rates, but the insurance for nondisabled veterans should 
be discontinued for future entrants. These same recommendations should apply 
to peacetime ex-servicemen as well as to wartime veterans.” 

We respectfully submit that the foregoing record reflects a pattern of considera- 
tion and consistent rejection of postservice Government insurance on the lives of 
healthy and able-bodied veterans. This is a pattern which should be changed 
only for the most compelling reasons. We do not feel that such reasons have 
been advanced and accordingly urge you to withhold favorable action on the bills. 
enumerated at the beginning of this statement. 





STATEMENT FROM THE NATIONAL ASSOCIATION OF LIFE UNDERWRITERS 


The National Association of Life Underwriters is a trade association represent- 
ing a membership of over 73,000 life-insurance agents. In this statement the 
undersigned will express to your subcommittee our association’s views with re- 
spect to the following types of bills now before you for study: 

(1) Those bills which would reopen the sale of United States Government life 
insurance and national service life insurance to veterans not having service-con- 
nected disabilities. 

(2) Those which would give to the owners of nonconvertible 5-year renewable 
term NSLI policies issued pursuant to section 621 of the NSLI Act of 1940, as 
amended, the right to convert such policies to permanent plans of insurance. 

(3) Those which would provide for the waiver of premiums on policies of 
USGLI and NSLI or otherwise give such policies a paid-up status after the insureds 
thereunder have attained a specific age. 

With the possible exception of the second category mentioned above, these 
proposals seem to be virtually the same hardy perennials that were given thorough 
consideration—and rejected—by this subcommittee in May 1953 and again in 
May 1955. Once more, we feel constrained to say that it is too bad that this sub- 
committee and the Committee on Veterans’ Affairs are required to spend their 
time in the consideration of such unjustified class legislation in every new Congress 

In both 1953 and 1955, our association opposed this type of legislation, and 
there has been no change in our position since then. However, at the risk of 
being repetitive, we feel that we must briefly restate our views for your 
consideration. 

In addition, we should like to take this opportunity to call for a tightening up 
of section 620 of the National Service Life Fasarenes Act, as amended, pursuant 
to which insurance is made available to veterans with service-connected disabilities. 





2H. Rept. 993, 84th Cong., entitled, ‘‘Providing Benefits for Survivors of Servicemen and Veterans,’’ at 
pp. 5, 14. 
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I, PROPOSALS TO REOPEN SALE OF UNITED STATES GOVERNMENT LIFE INSURANCE. 
AND NATIONAL SERVICE LIFE INSURANCE 


Our association has always held that it is completely proper for the Government 
to subsidize, at the taxpayers’ expense, a low-cost life-insurance program for those 
veterans whose insurability has been impaired by reason of military service. 

We emphatically do not believe, however, that the Government has the slightest 
obligation or any logical excuse to use the taxpayers’ money to subsidize any such 
life-insurance program for veterans whose insurability has not been so impaired. 
Moreover, we completely fail to see how, in all justice and reason, such veterans 
can honestly feel that they are entitled to this special treatment at the expense of 
their fellow citizens. These veterans—ike the rest of the civilian population—can 
readily buy their insurance from private companies at reasonable rates, and should 
be expected to do so. 

These views were put forward in substance back in 1950 by both the House 
Subcommittee on Government Operations (under the chairmanship of Representa- 
tive Porter Hardy, Jr., of Virginia) and the Committee on Veterans’ Affairs after 
long and exhaustive studies which culminated in the enactment of the Service- 
men’s Indemnity and Insurance Acts of 1951 (Public Law 23, 82d Cong., Ist sess.). 

Further support for the same views can be found in a report dated October 27, 
1954, filed with the House Select Committee on Survivor Benefits by Acting 
Comptroller General Frank H. Weitzel on behalf of the General Accounting Office. 
We call to your attention the following passage from that report: 

“Public Law 23 made provision for servicemen leaving the service to purchase 
nonparticipating term insurance during the first 120 days after discharge. This 
insurance is being made available to men leaving the service who have not suffered 
any impairment of their insurability while in service. The continuation of this 
program should be carefully reviewed, as there seems to be no reason why the 
Government should continue its activity in this field which should be handled 
exclusively by the commercial insurance companies. Furthermore, the continu- 
ation of such a provision adds to the cost of Government, since the administrative 
expenses are borne by the general taxpayer. This program, authorized by sec- 
tion 10 of Public Law 23 (sec. 621 of NSLI Act) should be repealed. However, 
the Government should grant insurance to men whose insurability has been im- 
paired due to military service. This can be accomplished by retaining in effect 
section 620 of the NSLI Act of 1940 (see sec. 10 of Public Law 23), which does 
protect insurability. Jt is wholly unnecessary to offer life insurance to men leaving 
the military service whose insurability has not been impaired.”’ (Italic ours.) 

Subsequently the House Select Committee on Survivor Benefits concurred in 
the GAO’s conclusions. Referring to its decision to terminate, in H. R. 7089 (the 
Servicemen’s and Veterans’ Survivor Benefits Act, Public Law 881, 84th Cong.), 
the right of able-bodied veterans to buy nonparticipating, nonconvertible 5-year 
term NSLI, the select committee had this to say: 

“The committee sees no justification for continuing this provision of existing 
law, for in reality former servicemen can purchase commercial insurance of this 
nature at a rate approximating the NSLI rate for this type policy and in some 
respects, under commercial policies, can secure a more desirable contract than is 
offered by the Government” (p. 14, pt. 1, H. Rept. No. 993, 84th Cong., Ist sess.). 

As we have already stated, d, NSLI is heav ily subsidized by the taxpayers. Thus, 
it not only competes with private life insurance, but is completely unfair com- 
petition as well. Some of the factors that give the program its decidedly unfair 
competitive edge are as follows: 

(a) The expenses of administering the NSLI program are paid by the taxpayers, 
not by the NSLI trust fund. 

In a report made by the staff of the House Government Operations Subcom- 
mittee in 1950, it was estimated that from the inception of the program through 
June 30, 1950, ‘these expenses totaled approximately $1 billion. Even today they 
run into many millions of dollars annually. 

(b) The rate of interest on the special Government securities in which the NSLI 
fund is invested has always been arbitrarily pegged at a level substantially in 
excess of the average rates paid to private holders of Government bonds. his 
excess interest, again, represents a taxpayer-provided subsidy. 

(c) The NSLI program—-unlike private insurers— pays neither State premium 
taxes nor Federal income taxes. Such taxes today take $4 out of every $100 of 
premium income collected by the private insurers. 
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Il. PROPOSALS TO ALLOW CONVERSION OF PRESENTLY NONCONVERTIBLE TERM NSLI 


As stated above, we are basically and unalterably opposed to any form of 
Government life insurance program for veterans whose insurability has not been 
impaired by reason of military service. It therefore necessarily and logically 
follows that we are also opposed to any proposals that would liberalize the NSLI 
program by giving to those veterans who own policies of nonconvertible 5-year 
renewable term insurance issued pursuant to section 621 of the NSLI Act, as 
amended, the right to convert to permanent insurance plans. 

For the reasons that we have already given, any form of NSLI enjoys an unfair 
competitive advantage over life insurance sold by private insurers. To extend 
the conversion privilege to the presently itieceareinie term NSLI policies would 
only enhance this unfair advantage. If veterans owning such policies now wish to 
buy permanent life insurance, you may rest assured that there are upward of 
200,000 taxpaying agents representing over 1,200 taxpaying legal reserve life- 
insurance companies who will gladly sell them all that they want at reasonable 
rates that they can well afford to pay. 

Moreover, it should be kpt in mind that the veterans who would stand to 
benefit from this conversion privilege are those who, while in service, received 
$10,000 of life insurance protection at no cost whatever to themselves. 


III. PROPOSALS TO WAIVE PREMIUMS ON USGLI AND NSLI 


We believe that a few words will suffice to set forth our objections to the various 
pending proposals which would provide for the waiver of premiums on policies of 
USGLI and NSLI or otherwise give such policies a paid-up status after the in- 
sureds thereunder have reached a specific age. Obviously, if the Government is 
not going to receive any consideration, by way of appropriately larger premiums 
from such insureds during the premium-paying years, for the granting of this 
additional benefit, the substantial added cost entailed therein will, in the final 
analysis, have to be paid out of general revenue. Accordingly, it seems clear 
that enactment of any of these proposals would simply mean the addition of still 
another taxpayer-financed subsidy to the USGLI and NSLI programs. More 
over of course, it would, at the taxpayers’ expense, give to the Government a 
further unfair competitive advantage over the private life-insurance industry. 

For the reasons given above, therefore, we respectfully urge your subcommittee 
once again to reject all of the above-mentioned proposals. 


IV. ISSUANCE OF NSLI TO SERVICE-DISABLED VETERANS 


As stated earlier, our association has consistently supported the principle that 
it is completely proper for the Government to provide a program of life insurance 
for veterans whose insurability has been impaired because of service-connected 
disabilities. 

As originally passed by the House of Representatives, first in 1950 and again 
in 1951, the bill which (in a substantially amended form) ultimately became the 
Servicemen’s Indemnity and Insurance Acts of 1951 (Public Law 23) recognized 
this principle and provided, in effect, for the issuance of NSLI only to veterans 
who had been rendered uninsurable at standard rates for private life insurance 
because of service-connected disabilities. 

However, as finally enacted, Public Law 23 went much further than this in 
adding section 620 to the NSLI Act. Under that section, NSLI may be issued 
on either a term or a permanent plan to any veteran found by the Administrator 
of Veterans’ Affairs “to be suffering from a disability or disabilities for which 
compensation would be payable if 10 per centum or more in degree.’’ (Italics ours.) 

As we understand the above-quoted language and the interpretation also 
placed upon it by the Veterans’ Administration, it means that a veteran is eligible 
for section 620 NSLI despite the fact that he has a zero compensable ‘‘disability”’ 
and may otherwise be completely insurable by a private insurer at standard rates. 

We seriously question whether Congress intended this somewhat absurd result 
inherent in the present wording of section 620, and we recommend that your 
subcommittee give careful study to amending this section. Specifically, we 
recommend a reversion to the position that a service-disabled veteran be granted 
section 620 NSLI only if his disability is such as to render him uninsurable by a 
private insurer at standard rates. 

Respectfully submitted. 

Louis J. GRAYSON, 
CLU, Chairman, Commiitee on Affairs of Veterans and Servicemen. 
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